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CENSUS OF MERCHANDISING AND SERVICE ESTABLISHMENTS 


Operating Results, Miscellaneous Kinds of Retail Trade 


This report is the last of a series presenting average operating re- 
sults for various lines of retail trade in Canada in 1938. Separate bulletins have 
already been published for the following trades: hardware, drug, food (including 
| grocery stores, combination stores and meat markets), clothing, apparel stores, 
| and shoe stores, country general stores, filling stations and garages, The present 
report gives the results for the remaining lines of trade for which figures are avail- 
| able, 


The basic data from which the series of reports on operating results 
was prepared were secured in connection with the annual survey of retail trade for 
1938. Only a limited number of retail firms maintain detailed records of their oper~ 
ating expenses, In view of the lack of uniformity among business houses in methods 
of recording and classifying expense items the figures given in this report must be 

considered as being indicative of general relationships rather than as material the 
| absolute accuracy of which can be guarantecd, 


Coal and wood Yards 


Operating statements submitted by 187 retail coal and wood yards in- 
| dicated that these establishments operated on an average gross margin ratio of 21,1 
per cent of sales in 1938 while their total operating expenses amounted to 20.5 per 
| cent of sales resulting in a net profit of 0,6 per cent of sales. Included in the 

| operating expensa figure is an imputed value for services of those proprietors who 

‘devoted most of their time to their reteil business, The operating expense figures 
| do not include any allowance for interest on own capital investment. 


| Of the 187 establishnents covered, 105 or 56 per cent operated at a 
profit while the remaining 82 or 44 per cent operated at a loss, Gross margins as 

| percentages of sales were similar for profitable and unprofitable firms but operating 

expenses were considerably higher for the unprofitable group. The 105 profitable 

| firms operated on a gross margin ratio of 2i,3 per cent of sales, had operating ex- 

| penses of 19,1 per cent and a net operating profit of 2.2 per cent of sales. The 82 

unprofitable firms operated om a gross margin of 20.9 per cent, and had operating 

|expenses of 22.7 per cent with a2 consequent net loss of 1.8 per cent, 


Annual sales averaged $53,461 per establishment for all firms reporting 
and ranged from $59,149 for the group of 105 profitable firms to $46,177 for the group 
of unprofitable firms, 


Lumber and Building Material Dealers 


Retail lumber and building material dealers operated on an average 
ross margin of 23.4 per cent of sales in 1938 eccording to statements secured from 
24 firms, Operating expenses amounted to 22,1 per cent of sales leaving an average 

net profit of 1.3 per cent of sales, ‘Stocks were turned an average of 3.7 times 
during the year, 
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The 124 firms reporting included 76 firms which secured a profit on 
the year’s operations and 48 firms which operated at a loss. The 76 profitable firms 
secured a gross margin of 24,2 per cent of sales, had total expenses of 21.3 per cent 
of sales, yielding a net profit of 2.9 per cent of sales, The 48 unprofitable firms 


operated on an average gross margin ratio of 21.9 per cent of sales, and had operating 
expenses of 23.8 per cent, resulting in a net loss of 1,9 per cent of sales. 


, : Annual sales averaged 07 ,689 for the 124 firms, and varied from 
974,324 for the group of profitable firms to $57,184 for the group of unprofitable 
firms. 


Furniture Stores 


Retail furniture stores in Canada secured a net profit of 2.2 per 
cent of annual sales in 1938 and turned their stocks on an average of 2.7 times during 
the year according to detailed statements submitted by 92 stores whose sales averaged 
$72,923 each, Gross margin averaged 33.5 per cent of sales while operating expenses 
amounted to 31.3 per cent of sales, 


Two-thirds of the 92 stores reporting secured a profit on the year's 
operations, while the other third operated at a loss, Gross margin as a percentage -of 
net sales was almost identical for profitable and unprofitable stores but the profit- 
able stores operated on a lower expense ratio than did the unprofitable group. There 
were 62 profitable stores whose sales averaged $82,463 each, These operated on a 
gross margin of 33.5 per cent of sales, and had total operating expenses of 29.9 per 
cent resulting in a net profit of 3,6 per cent of sales, These stores turned their 
stocks an averag> of 3.0 times during the year, There were 30 unprofitable stores 
whose annual sales averaged $53,207 and these operated on a gross margin of 33.4 per 
cent of sales and had total operating expenses of 35.4 per cent, resulting in a net 
loss of 2.0 per cent, These stores turned their stocks on an average of 2.1 times 
during the year. 


Jewellery Stores 


There were 102 jewellery stores which submitted statements of their 
operating results for 1938. These had average sales per store of »29,248, operated 
on an average gross margin of 40.2 per cent of sales and had total operating expenses 
of 37.6 per cent of sales yielding a net profit of 2.6 per cent of sales. Stocks were 
turned an average of 1.1 times during the year, 


All the jewellery stores included in the survey occupied rented pre- 
mises. There were 72 stores which operated at a profit, These had average sales per 
store of $31,207, secured an average gross margin of 40.7 per cent, had total operat- 
ing expenses of 36.4 per cent resulting in a net profit of 4.3 per cent of sales. 
These stores turned their stocks an average of 1.2 times during the year. There were 
30 unprofitable stores included in the survey. Annual sales for these averaged 


} $24,548 per store; they operated on a gross margin ratio of 38.6 per cent and had 


total expenses of 41.2 per cent resulting in a net loss of 2,6 per cent of sales, 
Rate of stock-turnover was slightly lower at 0.9 times per year for unprofitable stores 
compared with the 1.2 times for the profitable group, 


Restavrants 


Detailed profit and loss statements for 1938 were received from 181 
restaurants whose annual sales aggregated $5,924,296 or an average of 932,731 eachs 
Gross margin averaged 40.2 per cent of sales; that is to say, out of every dollar 
spent by the customer in restaurants approximately 60 cents went towards paying for 
the goods consumed, while 40 cents was used in preparing the food, serving it, paying 
overhead expenses and providing a profit on the year's operations. Total expenses for 
the 181 establishments averaged 38.6 per cent of sales resulting in a net profit of 
1.6 per cent, 


The 181 establishments were divided in the ratio 57 per cent profit- 
There were 104 restaurants which reported a 
profit and these had average annual sales amounting to 032 529. They pee ee, on & " 
gross margin ratio of 41.2 per cent, and had total operating expenses ert 0a 
resulting in a net profit of 4.6 per cent of sales. There were 77 unproti oe ee s 
whose annual turnover averaged 933,004. These operated on 4 gross ae ae ; 
38.9 per cent and had total expenses of 41,2 per cent resulting in a ne oss oO e 


per cent of sales. 
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Tobacco Stores 


The number of tobacco stores reporting detailed statements of profit 
and loss for 1938 was relatively small, The 55 stores for which figures are available 
had average annual sales of 921,316, operated on a gross margin ratio of 21.5 per cent 
had total operating expenses of 20.6 per cent and secured an average net profit of 0.9. 
per cent of sales, Stocks were turned an average of 5.6 times during the year, 


Three-fifths of the stores included in the survey secured a profit on 
the year's operations while two-fifths operated at a loss. The 33 profitable stores 
had average sales per store of $22,159, had a gross margin ratio of 22,0 per cent, 
total expense ratio of 19.2 per cent and secured a net profit of 2,8 per cent of sales, 
Stocks were turned 6.0 times during the year, 


Average sales were lower at $20,051 for the unprofitable stores, 
gross margin ratio was also lower at 20.7 per cent while total expenses were higher at 
23.1 per cent of sales. Rate of stockturn was also lower at 5.1 times per year for 
the unprofitable compared with the 6,0 times for the profitable stores, 


Explanation of Terms 


Proprietors’ Earnings 


Included in the payroll data are salaries and wages of employees and 
an estimated value for services of those proprietors who devoted the major proportion 
of their time to the operation of the business, The amounts attributed to those pro- 
prietors were determined in the following way: The expense schedules asked that the 
number and salaries of proprietors receiving a stated salary be reported, It also 
asked for the number of proprietors who did not receive a stated salary but whose re- 
muneration consisted only of profits secured from the year's operations. The returns 
of those firms reporting proprietors' salaries were used in arriving at an average 
salary per proprietor for stores in different sizes of business, These averages were 
then assigned to all proprietors in each size class irrespective of whether or not 
stated salaries were reported. This practice leads to the classification as unprofit- 
able of some returns whose actual figures may have shown a profit due to a very small 
amount being reported for proprietors' services. On the other hand, it transferred to 
the profitable classification some returns on which the appearance of an unduly large 
item for proprietors’ salaries would have assigned to the unprofitable group had the 
| figures been used as reported. 


Average values of proprietors services for various size classes, and 
| for the lines of business included in this report are as follows: 


Coal & Lumber & 
Annual Wood Building Furniture Jewellery Restaurants Tobacco 
Sales S yerds Materials : Stores 
2 9 $ Q 0 . 4 
5,000 9,999 800 700 g00 1,200 - - 
£05 000-19,999 900 1,100 1,300 1,600 700 800 
20,000-29,999 1,400 1,400 1,600 2,000 1,100 1,200 
30 ,000-39,999 1,700 1,700 1,900 2,300 1,400 1,500 
/ 40,000-49,999 1,800 1,900 2,200 2,600 1,400 1,500 
| 50,000-59,999 1,900 2,100 2,400 2,800 1,500 1,600 
| 60,000-69,999 2,000 2s, 200 2,600 3,000 1,500 1,600 
|' 70,000+79 ,999 2100 2,300 2,800 3,200 1,600 1,700 
— 80,000-89,999 2,200 2,400 3,000 3,400 1,600 1,700 
90 ,000-99 ,999 2,300 2,500 3,200 3,600 1,600 ae 
100,000 + 3,000 2,600 3,600 4,000 1,100 1,800 
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Gross Margin 


Gross margin represents the difference between net sales and the cost 
of goods sold which amount is obtained by adjusting purchases of goods during the year 
for differences between year-end inventories. That is to say, cost of goods sold 
equals the value of inventory at the beginning of the year, increased by the vee ae 
goods purchased and decreased by the inventory at the end of the year. Value of pur- 
chases includes the invoice value of goods bought less any returns, allowances or dis-= 
counts received from manufacturers or wholesalers. The cost of goods also includes duty 


and inward freight, express or truckage. Outward delivery costs and other store expenses 
are not included. 
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Payroll 


Payroll includes salaries, wages and commissions paid to all 
| employees including amounts paid to members of proprietors’ families who serve in the 
capacity of employees, It also includes an imputed value for the services of proprietor 
who devote the major portion of their time ta the business in question, j ; 


Advertising 


ee Included in this item are all amounts peid for various types of adver- 
tising, newspaper, handbill, radio, etc, 


Supplies 


The amount reported under this heading includes expenditures for all 
supplics used in connection with the business such as wrapping paper, bags, twine, 
office supplies and in addition supplies such as gas and oil for the firm's own delivery 
equipment. 


Communi cation 


Telephone, telegraph and postage were to be reported under this heading. 
Taxes 


All licenses and taxes including both property and business taxes but 
exclusive of Dominion income taxes were to be reported here, 


Insurance 


Amount of premiums paid for insurance of all types carried in connection 
with the business was to be reported; fire, theft, plate glass, insurance on delivery 
equipment, etc, 


Rent, 


Only rentals paid for premises actually used in connection with the 
business were to be reported. 
Heat, Light and Power 


Water rates, if paid separately from taxes, were to be included here 
in addition to all amounts paid for fuel, light and power. 


| 

Bad Debt Losses 
| Each firm was asked to report the amount actually written off as bad 
debts during the year less bad debts written off in previous years and recovered in the 
lyear in question. In some instances amounts transferred to bad debt reserves may have 
been reported rather then the amount actually written off, 


Repairs and Maintenance 


This item includes amounts paid for repairs and maintenance to build=- — 
store or delivery equipment. Labour costs coming through 
luded in the payroll item and not in this category. 


{ 
} 


lings, furniture, fixtures and 
the store's own payroll were to be inc 


[Interest 


oe 


Only interest paid on borrowed money, bank, mortgage, étc., was to be 
seported,. No allowance wes made for interest on own capital investment, 
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Depreciation 


Each firm wes asked to report what it considered to be a fair cherge 
for annual depreciation on owned buildings, furniture and store or delivery equipment, 
From two to five per cent is generally allowed on the cost or purchase price of build- 
ings depending upon the type of construction. Five per cent of cost is frequently 
ellowod on store furniture and fixtures and twenty per cent on the cost of delivery 
equipment. 


Sundry Expenses 


This includes all expenses not otherwise allocated. No separate pro- 
vision was made for amounts paid outside agencies for delivery to purchasers. Such 
amounts would normally be assigned to tho sundry expense item, 


Stock-turn Rate 


Rate of stock-turn was obtained by dividing the average of the year- 

| end stock figures into the cost of goods sold. By this means the numerator and denom- 
inator in the ratio were brought to the same value basis. But no information is avail- 
able to indicate the extent to which the averago of the year-end figures may be repre- 
sentative of the average stock carried throughout the twelve-month period. Thus while 
the ratios shown in the tables may be used as a basis for comparisons with individual 
results, their accuracy 2s a measure of the number of times that stock was turned over 
during the year cannot be guarantced. 
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‘Errata 


Operating Results of Unincorporated Retail Stores 
1944 : 
Bulletin No. 5 


Independent Drug Stores 


The figures shown in Item 18 on pages 3¢ and 33 of the above 
report and relating to “Average Proprietor's Net Earnings per 
Store” are in error. As shown they relate to the total 
earnings for the group of stores in the sample. The correct 
figures are given below; 
Annual Sales Proprietor's Net Earnings 
and Per Store 
Occupancy Basis 


Corrected 


$ 

Less than $10,000 

OWEEd secce Fay OPas: 879 
$10,000 - $19,999 

Owned <és és 26,609 2,419 

Rented eoee 76 ae Use 2,004 
$20,000 - $29,999 

WHC Been eer ets 59,838 3,064 

Rented «see. L325 790 Sy LEL 
$30,000 - $49,999 

ONTLOG Uc siete 74,829 5, 756 

RENCE. <a.s0e s $0,179 4,134 
$50,000 and over 

Gwied ss oeies 5, 885 9,412 
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FOREWORD 


: For some time the Bureau has recognized the practical value of published 
information on average operating results, that is, on average rates of expenses and 
‘profits, etc., in the principal retail trades. Indeed the first studies of this 
nature were made for the year 1935, and since then an increasing demand for such 
information has been experienced by this Bureau. It is in response to this demand 
that the present series of reports is now being issued. 


Concerned mainly with average expense and profit percentages, compre- 
hensive information on the operating results of retail stores deals with many of the 
Significant factors which eventually determine their success or failure. Such infor- 
mation therefore represents the results which many retailers have obtained in meeting 
the problems that are common to their particular kird of business. Statistics of 
this nature, moreover, have the practical value of enabling individual merchants to 
compare their own rates of expenses and profits with the results of similar stores in 
their trade, from which they can isolate for further analysis the areas in which their 
performance has been below average. The resulting opportunities for improving the 
efficiency in retail store managements may well be of some importance in peacetime 
as Canadian retailers under more competitive conditions endeavour to distribute the 
products of an expanded industrial economy. These considerations ard possibilities 
have been set forth under the heading "Importance of Information On Operating Results 
in Retail Trade" commencing on page 2 of these reports. <A separate discussion 
beginning on page 8 under the topic “How the Retailer Can Use Information on Operating 
Results" has also been included as a possible guide to retailers using the bulletins. 


It must be emphasized here, however, that the statistics presented in 
these reports are subject to important limitations in respect to their coverage and 
representativeness. This is because the figures are based, not upon 4 comprehensive 
survey of large numbers of co-operating stores, but rather upon comparatively small 
sample numbers of such firms. These samples, of course, should be large enough to 
permit the different influences affecting operating results to average themselves 
out and thus present the more typical operating experiences of stores in the different 
size and occupancy classifications of stores. For many kinds of stores, unfortunately, 
the number of usable returns when distributed between these classifications may be 
too small to permit any special or erratic conditions completely to iron or cancel 
themselves out. These aspects of the reports are discussed more fully under the 
heading "Limitations to Information on Operating Results" on page 6 of the bulletins, 
and to some extent under "How the Retailer Can Use Information on Operating Results” 
On page ©, to both of which the reader is referred. It should therefore be noted 
that the present studies are tentative in nature and must await the results of sub~ 
sequent surveys for conclusive evidence as to the validity of many of the statistics 
herein presented. 


‘ In spite of the preliminary nature of the Statistics, however, these 
reports are being issued in the belief that they will at least reveal the future 
scope for such studies and may well provide some useful, although perhaps rough, 
indications of the operating experiences of the retail trades under review. The 
bulletins have been prepared in the Merchandising and Services Branch of the Bureau, 
of which Mr. A.C. Steedman, B.A., is Chief, by Mr. A.M. Chipman, M.B.A.» 
Statistician in the Branch. ‘The suggestions of those obtaining and using these 
reports will be most welcome to the end that better and more useful studies can be 
made in future. 


Sechew.t Geanz-~t af. 


H. Marshall, 
Dominion Statistician. 
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OPERATING RESULTS OF INDEPENTENT RETAIL STORES, 1944. 


PART I - GENERAL SECTION 


This report is one of a series presenting averaze operating results in 
selected branches of retail trade for 1944 and, where possible, for both 1941 and 
1944, The first series of such studies was made by the Bureau for the year 1338 
and presented somewhat similar information on averare operating expenses and 
profits against which individual firms could compare their own results. Since 
that time requests have been received on an expanding scale for corresponding 
types of reports, a fact which indicates the srowing interest of merchants and 
others in information on costs in retail trade. It is in response to this demand 
that these reports are now being issued. 


The basic information for such studies was obtained primarily for the 
purpose of improving the Bureau's estimates of the country's National Income which 
originated in unincorporated and independent retail stores. Such establishments 
predominate to a marked extent in retail trade, comprising 90 per cent of all 
157,531 stores enumerated in the 1941 Census, accounting for 55 per cent of total 
sales of $3,440,901,700, and providins a livelihood for nearly 132,000 proprietors 
and partners. The net earnings of these proprietors and partners thus represent 
an important contribution to the National Income totals. Aggregate figures on 
these net earnings, however, are not readily available to the Bureau from other 
sources and for this reason it was decided early in 1945 to obtain the required 
information by a direct survey of sample groups of retail stores. 


Accurate and comprehensive figures on the National Income are now 
regarded as one of the best measures of the purchasing power and economic activity 
of the country. These statistics, consequently, are highly important as aids to 
both governments and business in the determination of their plans and policies, and 
particularly so in relation to the problem of maintaining high levels of employment 
within the country. Feriodic surveys of retail trade will therefore be made to 
obtain the information necessary to estimate accurately the total net earnings of 
unincorporated retail stores for inclusion in the National Income statistics. 


In carrying out this task it is hoped that information on averaze 
operating results will be made available to retailers in even ereater detail than 
has been found possible in the recent survey. Thus, the co-operation of retailers 
in supplying information on their own operating experiences has two beneficial 


ed -_——o 
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results. In the first instance, it enhances the accuracy of the Bureau's estimates 
of the National Income and the soundness of the governmental and business policies 

which are based on such figures. Secondly, the co-operation of retailers in these 

surveys provides them with yardsticks of performance against which they can compare 
their own financial results. 


The figures which co-operating retailers supply to the Bureau on their 
costs, expenses and profits are quite obviously highly confidential in nature. They 
are abvietly so regarded by the Bureau and are used only for the two purposes just 
outlined with no disclosures of the results of individual operations being made. 


Information Contained in Reports on Retail Operating Results. 


The information presented in this and subsequent bulletins consists 
primarily of the financial results which the different kinds of co-operating stores 
obtained in the year under review. The information consequently covers such 
individual items as net sales, purchases of merchandise for resale and beginning 
and ending merchandise inventories, cost of goods sold, gross trading profits after 
costs of merchandise sold have been deducted from sales, the several categories 
of operating expenses incurred during the period and finally the net earnings 
available to proprictors after all costs and expenses have been subtracted from 
sales. In other words, the information here under study consists of the more 
important financial itoms usually found in the typical retail Profit and Loss 
Statement. 


There are of course many general factors which commonly affect the 
financial results of retail stores. Three of the more importunt of these consist 
of the kind of business, that is whether the store is a grocery, an apperel, a 
furniture store, etc., the amount of annual sales made by the store, and the basis 
of occupancy, that is whether the store is owned or rented. The reports of the 
coroperating retail stores were therefore classified by kind of business and with- 
in the kind of business categories into groups according to the amount of sales 
made. These groups were again divided by method of occupancy into "owned" and 
"rented" categories. The figures were then compiled for each of the individual 
groups and reduced to the form shown in the tables of this report. Thus gross 
trading profits, the several expense itoms and proprietors! net earnings before 
income taxes and withdrawals appear as percentages of sales while stock turnover 
appears as a ratio indicating the number of times the average inventories were 
turned over during the year. 


These ratios are therefore averages of the operating results which the 
different groups of unincorporated stores actually obtained. As such, these 
averages are at least indicators of rates of gross trading profits, of expenses 
Sail earnings which similar stores may have experienced in the period under 
review. 


Importance of Information on Qperating Results in Retail Trade. 


The critical value of information on operating results for use in computing 
the net earnings contributed by unincorporated retail stores to the highly : 
important National Income estimates has already been pointed out. Indeed, the net, 
earnings of individually operated stores add to really sizable contributions, being 
estimated at nearly $150,000,000 in 1941 and nearly $200,000,000 in 1944. Quite 
apart from its value in this respect, however, there are other economic and business 
ei which increase still further the practical importance of this type of infor- 
mation. 
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Many of these uses arise from economic changes brought about by transition 
from war to peacetime conditions. During the war years, retail trade experienced 
high leveis of consumer demand, usually for relatively inadequate and in some Lines 
for severely restricted supplies of merchandise. These conditions in turn tended 


to reduce the intensity of competition between stores in the same kind of business, 


as well as competition for the consumer's dollar between stores handling. different 


‘kinds of goods. The resulting curtailment of price competition between retailers, 


 eustomers. 


the extension of price control which in general tended to stabilize.“biying and | 
selling price relationships for retailers, and a diminished need for mark downs and 
sales allowances ali exerted influence in the direction of maintaining or improving: 
the percentages of realized gross trading profits. Apart from the furniture, radio 
and electrical, and automotive kinds of stores, the sales volumes of individual 
stores generally increased throughout the war periad. These gains in turn tended’ to 
level off or to reduce expense percentages, the dollar amounts for some of which had’ 
been favourably affected by reduced credit losses and by curtailed expenses of 
operation. : 


Different conditions, however, can be expected to prevail in peacetime which, 
for purposes of discussion, can be broken down into two phases. During the earlier 
transition period industry will re-convert to peacetime activities and its subsequent 
production can be deemed to go far to meet consumers’ pent-up demands, especially 
for many types of durable goods. Consumer purchasing power will likely remain - 
relatively high due partly to wartime savings, partly to the high level of industrial 
activity, and partly, with crops permitting, to the substantial export and domestic 
demand for food products. An expansion in the numbers‘of retail stores in business 
may also be anticipated as war veterans, and individuals displaced from war production, 
establish their own businesses. During the oarly part of this phase, the supplies 
of many kinds of consumer goods may be inadequate to meet popular demands for them. © 


_ As this period advances, however, consumer demands will settle down more to a 


replacement basis, expanded output will be able to build up normal stocks of 
merchandise at different levels in the manufacturing and distributive processes, and - 
the functions of demand creation and sales promotion will become steadily more — 


important . 


. The more normal peacetime period may therefore be marked by the greater 
necessity to promote and sell the products of an expanded industry. With freer 
price relationships between merchandise cost and selling prices then prevailing, 
@reater pressures may be exerted on retailers’ gross trading profit margins than 
before. .This condition will probably result from a combination of influences in- 
Cluding the increased quantities of readily available supplies, the desire of manu- 
facturers and retailers to increase commodity and store sales through lower prices, 
and from making mark. downs and sales allowances more extensively than in the war and 
transition periods. Lower individual store sales volumes for many kinds of retail 


trade on average may also be experienced from increases in the store population, the 


diffusion of consumer purchasing power over widened ranges of merchandise, including, 
for instance, automobiles and related products, electrical appliances, etc., and — 
from more intense competition between different types and kinds of retail outlets. — 
hese lowered sales volumes will then tend to increase percentage rates of expense, 
many of which will be forced upward by greater dollar expenditures for advertising, 
for store renovation, and possibly for the provision of greater services to store 


Such tendencies toward reduced store sales volumes, to lowered gross 


trading profit and to increased operating expense percentages in the more normal © | 
- peacetime period emphasize the need for progressive improvements in the management. 


of indeperident stores if their continued existence and their proprietors' standards 
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of living are to be assured. These conditions thus impose upon retail merchants the 
necessity for using productive methods of sales promotion to maintain sales volumes, 
for informed buying and pricing practices to obtain adequate gross trading profits, 
and for careful control of operating expenses to secure adequate and reasonable net 
trading profits. They require in addition the periodic self-examination of the 
merchant's financial results so that weak spots in the store's operations can be 
revealed and remedied. 


These periodic reviews of the store's operations are most revealing when 
individual merchants can measure their own financial results against certain outside 
standards or yardsticks of achievement. It is these standards or yardsticks of 
financial performance which this Bureau is now presenting in its reports on the 
actual operating results of sample groups of retail stores. With reports of this 
type, individual merchants can compare their rates of inventory turnover and their 
percentages of gross trading profits, operating expenses, and net trading profits 
with those obtained by similar kinds of stores. Guides of this nature enable 
retailers to determine whether their experiences are better or poorer than average, 
and where poorer, the factors producing the inferior results can be further analyzed 
for corrective action. 


In addition to serving as aids to store management, information on 
operating costs is of considerable practical value to individuals planning the 
establishment of retail businesses. Reports of this type enable prospective 
retailers to find out what operating conditions are like in the trades they are con- 
sidering, what net earnings they may reasonably expect from different sales volumes, 
and what standards they must achieve to obtain the net earnings they desire. The 
same reports also provide these individuals with knowledge of the average sizes of 
iaventories carried, a factor of importance in estimating their capital requirements. 
Frequent requests are now received by the Bureau for information on sales and 
earnings possibilities in different trades and localities, on trade practices, 
capital requirements, etc. Provision of figures on operating costs thus widens the 
field of service the Bureau can provide, a service particularly timely when so many 
are appraising the opportunities for profitable establishment in business. 
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Over a period of years the expanding use of the Bureau's reports on 
operating results may produce benefits of importance to those engaged in retail 
trade. These benefits may well appear in the form of greater efficiency in store 
managements, increased flexibility to meet changing conditions in distribution, and 
greater stability in the business existence of retail stores through reductions in 
overall rates of business mortality. Improved management implies a greater knowledge 
of operating costs and the means of controlling them. It enables the value of 
services rendered to be measured against their costs, and by focussing attention on 
the critical gross trading profit percentage emphasizes the importance of careful 
buying to reduce mark downs, etc., and yet maintain satisfactory net earnings 
positions. Management of this sort, particularly in the smaller independent stores, 
also implies an awareness of trends and competitive conditions in retail trade, thus 


tending to promote the openmindedness and flexibility to meet new problems with new 
methods and cope with them. 


The economy of the country also gains from the extension of these benefits 
throughout retail trade. Improved managerial efficiency may well mean the pro- 
wision of higher standards of living to those engaged in retailing. Under the 
pressure of competition lower prices can be passed on to consumers without impairing 
the earnings of other groups of individuals or producers, thereby increasing 
indirectly the purchasing power available for other commodities and services. Finally, 
reductions in business mortalities represents lowered credit losses and the decreased 
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wastage of capital and effort invested by unsuccessful merchants in their retail 
businesses. 


Methods of Making Survey and of Compiling Results. 
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AS already indicated, the purpose of this survey of operating results was 
to obtain sufficient information from stores operated by individuals and partnerships 
to enable accurate overall estimates of their net earnings in 1941 and 1944 to be 
made for inclusion in National Income figures. This would have involved a coverage 
according to 1941 figures of some 124,000 stores += far too many to permit a compre- 
hensive survey of all stores. 


It was therefore decided to obtain the results from a sample of these 
stores, some 17,000 being chosen for this purpose. These stores, although selected 
at random, were carefully distributed geographically to represent each province and 
each of the 28 important retail trades from which the information was needed. Not all 
firms were able readily to provide the required information while changes in business 
and other causes further reduced the sample. In addition, some of the reporting 
stores were able to supply figures for only 1944. In general, however, sufficient 
reports were received to enable overall net earnings’ estimates to be made for both 
1941 and 1944. Reductions in the size of the sample, however, prevented the 
preparation of tables showing 1941-1944 comparisons of operating results for some 
trades and in some cases also limited the extent to which average operating results 
could be broken down into sales size and "owned" and "rented" classifications. 


Following completion of the editing process and the preparation of the 
National Income estimates, the schedules were re-processed for compilation of reports 
on operating results in the various kinds of retail business. In addition to the 
kind-of-business groupings, there were several ways in which the schedules could 
have been classified such as by size of business and method of occupancy, by 
provinces or regions by size of business, by size of locality by size of business, 
etc. Examination of the reports submitted for the different retail trades, however, 
indicated that in many instances the number of schedules was too small to enable many 
of these detailed classifications to be made. The reports were therefore grouped 
on a Canada-wide basis into size-of-business categories and within these by method of 
occupancy into "owned" and "rented" sub-divisions. 


Statistical tables showing average operating results in 1944 for the 
various retail trades were then prepared. Here the results appear in five size-of- 
business groups for "owned" and for "rented" stores having 1944 sales volumes of 
less than $10,000, between $10,000 and $20,000, $20,000 and $30,000, $30,000 and 
$50,000, and sales of $50,000 and over. Im some instances, however, the number of 
| reports for "owned" or for "rented" stores was too small to justify the publication 
of figures for one of these types of occupancy. 


Where possible tables were also prepared to present comparative and 

| average figures on the results which identical groups of stores obtained in 1941 and 
1944. Individual returns were therefore classified before tabulation into three size- 
of-business divisions and within these, between "owned" and "rented" establishments, 

| according to the sales they made and the methods of occupancy they used in 1941, 

| irrespective of their size of business or type of occupancy in 1944. ‘Unfortunately, 
_however, comparative statistics for both 1941 and 1944 cannot be published for some 
retail trades due to the limited numbers of reports giving information for both 
years. In other cases, comparative results for 1941 and 1944 are presented by size- 
_of-business groups for only "owned" or "rented" stores, the sample in these AI RARO RS 
being too small to permit statistics for one of these types of occupancy to be of 
much practical value. 
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A glance at the tables appearing in this report will reveal quickly the 
items for which statistics are given in the various size-of-business and occupancy 
columns. These are grouped into two sections, one designated us the "General 
Information" and the other as the “Profit and Loss Data" section. 


The "General Information" section, as its name implies, consists of 
statistics useful as bucksround material for interpreting the percontages shown in 
the following division of the tables. Nine individual items are here shown, Con- 
sisting of figures on number of stores reporting, sales, inventories, cost of goods 
sold, and stock turnover in times per year. Apart from “Average Sales Fer Store", 
"Average Inventory Per Store, End of Year", and "Stock Turnover (times per year)", | 
the figures appearing in this section are the dollar totals of the amounts shown in 
the individual reports of the co-operating stores. | 
. 
Items included in the "Profit and Loss Data" section consist of "Gross | 
Trading Profit", "Employees’ Salaries and Wages", "Rent", "Advertising", "Depreciation", 
"Other Operating Expenses", "Total Operating Expenses", "Proprietor's Net Karnings 
Before Income Taxes and Withdrawals", and “Average Proprietor's Net Earnings Per 
Store, Dollar figures for all of the above items with the exception of “Average 
Pproprietor'’s Net Earnings Per Store" were of course compiled by sales-size and 
occupancy categories and were then expressed as percentages of the total sales 
reported by those groups of stores. In this way the percentages become averages for 
the several classes of unincorporated retail stores. 


The explanations for the above terms are set forth later in this report 
under the sub-heading entitled "How The Retailer Can Use Information on Operating 
Costs". It can be noted here, however, that doth the percentages and the dollar 
figures for proprietor'’s net earnings are weighted by the inclusion of two different 
elements. One of these comprises the propristor’s remuneration for managing the 
business -- an amount which would in fact have been charged as an expense against 
the store if the business had been incorporated or had been operated as a unit of a 
retail chain system -- while the second consists of the smaller and residual net 
profit element which compensates for capital invested and risked and for unusual 
merchandising abilities brought into play. Quite obviously the figures shown for 
net earnings considerably overstate the proprietor's ‘net profits' because they also 
include the allowance for proprietor's managerial services. Questions were 
consequently included in the schedule to permit objective allowances to be made for 
these services but insufficient information was obtained to enable the two elements 
in proprietor's net returns to be separately presented. The final item on average 
net earnings per store is therefore shown in dollar figures in the tables, partly as 
an offset to the relatively high net earnings percentages revealed by the | revious 
series and partly to enable the reader to make his own allowances for the two 
principal elements the net earnings figures contain. 


Limitations to Information on Operating Results. 


Many retailers may quite probably use the averages contained in the tables 
of this series of reports as information against which their own results can be 
compared and analyzed. Others muy use the statistics in a broader way as indicators 
of distribution costs in the various retail trades, Both uses are of course quite 
proper but the information will serve these uses best when the limitations inherent 
in the figures are fully appreciated. 


In the first instance it is important to note that the figures are based 
only on the results of unincorporated retail stores. The averages therefore do not 
reflect the results obtained by stores operating under the incorporated form of 
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organization. The absence of these stores probably bears most heavily upon the 
representativeness of the averages for stores in the higher sales volume brackets in 
which incorporated stores are most frequently found. Quite apart from differences 

in the qualities of management between these two types of establishments, however, 
the figures for average sales and average year-end inventories per store, stock turn- 
over, gross trading profits and percentages for rent, advertising, depreciation and 
all other operating expenses will be readily useful to incorporated store managements. 
Employees! salaries and wages and proprietor's net earnings before income taxes and 
withdrawals, on the other hand, are not comparable without adjustments with similar 
percentage figures for individual incorporated stores because allowances for pro- 
prietors' managerial services have been excluded from the former and included in the 
latter item. 


In the second place, the figures on operating results are based upon 
returns from relatively restricted numbers of stores in the different retail trades 
under study. These samples, chosen at random, are presumed to give representation 
to the several factors which influence operating results, including differences 
arising from size of business, methods of occupancy, from the sizes of locality and 
provinces in which the stores are situated, from degrees of service provided to 
customers, merchandising policies and variations in the quality of store managements. 
Size of business and method of occupancy rank high among these factors and the tables 
were therefore prepared to show operating result averages for different sales-size 
and occupancy groups of stores. Within these breakdowns of the overall sample the 
remaining factors naturally tend to ‘average out' in the Canada-wide operating 
averages presented. 


The proper ‘averaging-out' of the above variations is naturally dependent 
upon a sufficient number of reports being included to permit this process automatically 
to take place. Examination of the tables, however, will indicate that the number 
of usable reports included in the various sales-Size and occupancy categories is often 
quite small, frequently representing less than ten stores. In such cases the results 
should be compared carefully with the results shown for other sales-size brackets 
to appraise consistencies in trends between the different groups. Where the results 
appear definitely out of line with these trends, the figures should be interpreted 
with considerable care because it is quite possible that the averages for that 
bracket are not typical of the average results for all stores of that size. 


The ‘averaging-out’ within the different sales-size brackets of the 
factors which affect retail operating results, however, imposes certain limitations 
upon the use of operating cost information by individual merchants. This is because 
retailers wish to compare their own results with those obtained by stores as similar 
to their own as possible. With the tables set up in the present manner, retailers 
are able in part to do this because they can match their own results against those 
of stores in their own sgales-size and occupancy classes. On the other hand, these 
overall figures also reflect the combined and average influences of location by 
provinces and by size of locality, of degrees of service provided and of merchandising 
policies followed. Individual retail stores, however, experience not the ‘average’, 
but rather the full effects of such factors in their operating results. Thus the 
overall percentages may well be quite accurate in what they represent and yet differ 
considerably from the experiences of many individual stores. Unfortunately the 
isolation of such influences would require a considerably larger number of reports 
than were received from the recent. survey of operating costs. 


An additional point arises in connection with the way average expense 
percentages for employees’ salaries and wages, advertising and depreciation were 
built up, Some reports for instance did not show dollar amounts for one or two of 
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these expense items. When no values were shown for tke first two types of expenses, 
the practice was to accept the report on the assumption that the store required 

no paid help and in the case of advertising that no such expenditures were incurred. 
Where no amounts were shown for depreciation and no indication was given that any 
had been tuken, the schedule was cxamined to see if the size of business justified 
further attention. If so, the firm was cither corresponded with or an estimate 

was made for this item. in all cases, of course, the expense ratios represent the 
total dollar expense figures for each item in each individual classification 
expressed as percentages of the total sales reported by stores in that category. 

The expense percentages for these three items may therefore be Slightly less than 
they would have been if only the sales of stores reporting full expense figures had 
been used. 


How the Retailer Can Use Information on Operating Results 


Mention has already been made of the conditions in retail trade which may 
prevail in the more normal peacetime period after the transition phase has been 
negotiated. This possible pattern of economic factors, it was suggested, may in= 
clude a greater pressure of availeble supplies ox: retail and consumer markets, a 
relatively smaller unstimulated demand for those commodities, a greater competition 
in retailing associated quite probably with freer and often somewhat lower prices, 
and the possibilities of reduced percentages of gross trading profit, of lower 
individual store sales volumes for many kinds of independent stores, and of higher 
expense percentages. Such factors raise the question of how individual merchents 
can best utilize information on average operating results as 4 management tool in 
meeting their problems of transition and adjustment to changing economic conditions. 


Use of operating cost averages in this way depends essentially upon 
comparing results of individual stores with those obtained by similar stores in the 
same kind of business. The retailers therefore should first determine from the 
tables the size of business and occupancy categories most similar to his own store. 
This may be done by compering his own sales for the period with the sales~size 
brackets of the tables to determine his size categcry and by selecting the occupancy 
basis coinciding with that of his own business. He should next reduce his own 
financial items such as his stock turnover, his gross trading profits and his 
several expense categories to conform with those appearing in the tables and express 
these figures in ratio form =~ for the most part as percentages of his own total 
net sales and receipts from services performed. He is then in a position to compare 
directly his own results with those whick other more or less similar Canadian stores 
obtained in the same period. 


“Number of Stores Reporting", the first item in the tables is also the 
first item to which the merchant should direct his attention. This figure, indi- 
cating the number of reports upon which the following percentages are based, is a 
good overall indicator of how typical those ratios may be of the entire class of 
stores they are presumed to represent. Such percentages, it will be recalled, become 
more accurate as overall measures of their class as the numbers of stores in the 
sample increases, Consequently the averages for particular categories where the 
number of reports is small should be compared with other brackets for consistency 
before those averages are applied against the results of the individual store. 


"Average Sales Per Store" is a useful comparative figure because it gives 
the retailer an idea of the size of the 'average' store in each size-of-business 


bracket. With this information the merchant can identify the position of his store 
as either below, above, or at the sales~average point in his appropriate category. 
He can make the necessary allowances therefor when comparing figures for stock 
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turnover and percentages for the various operating expenses and net earnings with 
his own results. 


"Total Inventory Reported® as a section within the tables contains four 
items of which the first two and the last will be of considerable interest. The 
first two show total inventories of merchandise for resale of all reporting stores 
at the beginning and end of the year under review. Individual merchants can thereby 
take note of the dollar change in such stocks between the two dates which for the 
sake of convenience may be reduced to percentage form. This variation can then be 
compared with chanves in their own inventory levels to indicate how their own 
experiences conform with the trend for the group. 


"Average Inventory Per Store, End of Year", the last of such inventory 
items reduces the total end-of-year stocks of reporting retailers to a per store basis 
and thereby indicates the average amount of capital per store that was invested in 
stocks at that date. Admittedly these figures have been influenced by wartime con- 
ditions which have affected the quantities on hand, the commodity composition of the 
stocks and the cost prices on which the inventory valuations rest. Moreover, the 
value of inventories on hand at the end of the year is often an inadequate measure 
of the stocks which were maintained throughout the period because the end-of-year 
stocks for many trades tend to reach a relatively low point at that time. In view of 
such limitations, comparisons based on these averages reveal at the most the extent 
to which the merchant's residual and immediate supply position conforms with others 
in his own sales-size bracket. Under normal supply-demand conditions, however, such 
figures would probably prowide on average a better indication of the more basic and 
minimum inventories which reporting retailers of that size feel were required at that 
time. 


"Stock Turnover (times per year)" is the number of times that reporting 
stores disposed of their average inventories of merchandise in the year. For 
purposes of this report, it has been calculated by dividing the average of the 
total beginning and ending inventories at cost values into the "Cost of Goods Sold". 
The latter item itself is a computed one, being determined by adding beginning 
merchandise inventories to purchases and deducting stocks of goods left on hand at 
the year-end. Merchandise purchases here consists of the invoice value of all goods 
bought for resale during the year, less returns, allowances and cash and trade 
discounts, but including duty, inward freight, and express and truckage charges. 
Obviously the individual merchant must calculate his own stock turnover in the same 
way before valid comparisons can be made with similar stores. So computed, both 
stock turnover figures probably overstate the actual number of times the average 
inventory was disposed of since the beginning and ending inventory figures each 
reflect year-end valuations when stocks are frequently at their lowest. This does 
not impair the value of conclusions based on comparisons because the turnover 
figures for the individual store and sample group of stores are similarly affected. 


Having computed his stock turnover in the above manner, the retailer may 
find the fieure for his store somewhat lower than the average for the comparable 
group of fetail establishments. The immediate explanation for this variation of 
course is that the merchant seemingly used a larger average inventory to obtain 
his sales volume than the sample of similarly-sized stores used to obtain theirs. 
The merchant's larger average inventory, in turn, may result from one of three 
situations, namely, that his opening inventory was higher than the beginning per 
store inventory for the group, that his ending inventory was larger than the ending 
per store inventory for the group, or that both his beginning and ending inventories 


were larger than that of the sample group of stores. 


The first of these, that the retailer's opening inventory was out of line 


TO ie 


with the average for the group, may be determined by calculating the average per 
store beginning inventory for his class of store and then making a diredt comparison, 
The merchant's larger beginning inventory may have been caused by the arrival of a 
comparatively large shipment of merchandise just before the year opened, or to 

other conditions applying more particularly to operations in the preceding year, 

The fact, however, that his end-of-year stocks were more closely in line with the 
average for his group not only indicates a liquidation of part of his inventories, 
but also suggests that the merchant enjoyed a higher rate of stock turnover during 
the latter part of the year than that of his class. 


The second possibility, that his ending inventory exceeded the average for 
his group while his beginning stocks were more closely in line, could have been 
caused by several factors. Thus receipts of merchandise just before his financial 
year ended may have been sufficiently heavy to produce the comparatively larger 
inventory position. This would clearly reduce his calculated rate of stock turn- 
over but it would not necessarily mean that his real turnover was lower than the 
average for his class, Another explanation is that the merchant experienced a lower 
volume of sales in the closing months of the year than he had expected, while his 
purchases of merchandise continued unchecked. Such a condition might be a matter 
of considerable concern, first because of the possibility of continued curtailments 
in sales and second, because the merchant would be facing a new financial. year with 
@ relatively heavy and perhaps unbalanced inventory position. 


The third possibility, that the retailer's beginning and ending inventories 
were both higher than the average beginning and ending per store inventories for 
the group, from the merchant's viewpoint is probably most significant of all. Some 
retailers, of course, may end their fiscal years at times when due to seasonal 
factors their stocks are naturally quite high. In such instances an unreal compari- 
son could result because most of the reporting stores terminated their accounting 
years at the end of December, January, or February when their stocks were compara~ 
tively low. In all other cases, however, such a state of affairs indicates quite 
definitely that the retailer is using a larger inventory to produce his sales than 
those used on the average by other stores in his class. For some stores, the size 
of the floor area or the use of mass displays of merchandise may require heavy but 
balanced stocks of goods; for others, the comparatively large inventories may result 
from the policy of purchasing in sizable quantities for quantity discounts, or for 
other reasons. Such inventories of course require the investment of additional 
capital in merchandise, but the retailers concerned may feel the risks to be justi- 
fied in the light of the gains achieved. In other instances, however, the carrying 
of higher inventories may well suggest the presence in the inventory of unnecessarily 
large quantities of slow-moving goods which have accumulated over a considerable 
period. Here, the careful examination of the retailer's inventory position with a 
view to the clearance of the excessive stocks of particular items may be in order 
to minimize the possibilities of losses on eventual disposal, to make way for better 
stocks, and to release capital for more profitable investment in other ways. 


"Gross Trading Profit", as has been pointed out earlier, is the difference 
between net sales of merchandise, including proprietor's withdrawals of goods and 
receipts from repairs/services, and the "Cost of Goods Sold". The latter item is 
calculated by adding beginning merchandise inventories to purchases and then sub- 
tracting the inventory of merchandise left over at the end of the period. Merchandise 
purchases, of course, represents the total invoice cost of the goods less returns, 
allowances and cash and trade discounts, but includes both duties levied on imported 
commodities and inward transportation charges, "Cost of Goods Sold" is therefore 
the cost value of the merchandise which was sold or otherwise disposed of while 
"Gross Trading Profit" is the gross income fund remaining from store receipts after 
the merchandise costs have been deducted, 
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The "Gross Trading Profit", then, arises directly out of the retailer's 
activities in buying, selling and managing his inventories of merchandises As such, 
it can be considered in two ways, that is, the total amount of gross trading profits 
realized during the period and also the percentage rate at which they are made. To 
retailers, both aspects are important. The actual amount of such profits is 
significant because it is from this profit fund that the operating expenses must be 
deducted before the retailer can properly claim the net earnings which determine his 
Standard of living. The percentage rate is of interest because it is a measure of 
his success in obtaining a satisfactory overall spread between merchandise costs 
and sales, and indicates what could reasonably be expected in the future from a given 
volume of sales. 


In the tables, the gross trading profit is shown only as a. percentage of 
Sales, thereby setting forth average standards of performance for each of the size 
and occupancy classes of co-operating stores. These percentages therefore represent 
the overall maintained mark up on sales which, on average, was obtained by the 
reporting stores. Such ratios can also be expressed as percentages of cost of goods 
sold merely by expressing the gross profit percentage as a fraction of the remaining 
cost of goods sold percentage and multiplying by 100. For instance, if the gross 
profit forms 25 per cent of sales, the cost of goods sold would form 75 per cent of 
sales, and the maintained mark up on cost for the store then would be 25 per cent 
over 75 per cent times 100 per cent, or 33-1/3 per cent on the cost of goods sold. 


To compare his own rate of gross trading profit with the average obtained 
by the reporting stores in his own group the retailer should be sure his gross 
profits have been calculated in the above manner and then expressed as a percentage 
of his total net sales including his receipts from repairs and other services 
rendered. Having done this, the retailer may find his own gross profit percentage, 
for instance, somewhat lower than the average for the reporting stores in his sales 
and occupancy group. He can then analyze his own trading activities to uncover by 
process of elimination the possible reasons for his seeming less-than-average 
performance. 


One or more of a number of factors, together or singly, could depress the 
merchant's percentage of gross trading profits. On the selling side of the picture 
it is possible, for instance, that an unusually large proportion of the retailer's 
sales could have been concentrated in the lower-profit lines of merchandise; in 
other words, that he was not selling enough of the higher profit items to ‘average- 
up' his gross trading profits. Competition may possibly have required the retailer 
to sell at relatively low selling prices and thus at relatively small original mark 
ups over cost values during the period under study. In some cases, merchants may 
have had satisfactory original mark ups but later on have marked down sharply the 
retail prices of various items for sales promotional purposes; in others, heavy 
mark downs may have been taken to clear excessive stocks of slow-moving goods, to 
sell merchandise depreciated by style changes or by the possible appearance of ; 
better goods to replace various types of wartime articles, or to dispose of perish- 
able commodities before total losses were sustained. 


Factors relating to purchasing for resale likewise could have had a down- 
ward influence on the gross profit percentage. Miscalculations in estimating the 
demand for certain lines of merchandise, for instance, could have been the original 
reason for some of the clearance mark downs just described. Difficulties in 
purchasing goods at cost prices sufficiently low to enable satisfactory original 
mark ups to competitive selling values to be obtained is another factor. This 
experience, of course, is at least partly common to other retailers fn tHe “game kind 
of business. Failure to take the full benefit of cash discounts also tends to 
reduce the gross trading profit percentage. Such discounts, although representing 
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a worth while addition to the ineome of the business, will usually not of themselves 
cause any considerable change in the gross profit percentage. 


A mumber of other factors may also be influential in producing a lower-than- 
average rate of gross profit. An over-valued beginning inventory, for instance, 
will cause a larver figure to be shown for cost of goods sold and thereby will reduce 
gross trading profits. An ending inventory that is under-valued, or one which has 
been written down in value due to lower cost prices or to depreciation in the quality 
of the merchandise, will also lead to the same result. Stock shortages, too, will 
have a similar effect. Here the retailer should perhaps compare his gross profit 
percentage with those for previous years to see whether a sudden or more gradual drop 
has been experienced, Merchandise withdrawn by proprietors or by employees as part 
payment for services rendered, will likewise depress the gross profit percentage if 
such amounts have not been included in sales at full retail values. In cases where 
cash receipts are considered as sales the withdrawal of cash by the proprietor with- 
out including it in his total receipts, or the transacting of an unusually large 
proportion of business on a credit basis near the end of the financial year, again 
will reduce the gross trading profit and its percentage for the year under review. 


"Employees’ Salaries and Wages", exclusive of all types of cash withdrawals | 
by the individual retailer, may appear higher when expressed as a percentage of 
his total sales than the average obtained by reporting stores in his own size and 
occupancy group. Such a situation could mean that the merchant's employees are not 
as productive of sales volume in proportion to their salaries and wages as those of 
similar stores. This might result from the fact that the retailer is paying them at 
higher rates of pay than other merchants in his class. Alternatively, the retailer 
could be using more full-time and fewer part-time workers than the comparable oute 
lets, or is relying more on male employees than was true of the group of similar 
reporting stores. 


The types of services provided by the retailer to his customers might also 
be an explanation. Some of these extended on a non-charge basis, such as free 
delivery, the provision of credit, the making of adjustments and alterations, etc., 
could have increased the routine work of the store sufficiently to require 
additional help. Certain other services performed on a charge basis, such as 
repairs, etc., could also increase staff requirements, even though profitable 
revenues were obtained. 


Certain peculiarities in the retailer's business may also account for the 
higher-thaneaverage percentage for salaries and wages. If the merchant is conducting 
a mixed business or, in other words, is operating another business besides his 
retail store, he may have allocated too high a proportion of his salaries and wages 
to his store. On the other hand, the proprietor may be giving more of his attention 
to the other activity, relying to a greater extent on paid help to operate his store. 


In some instances the merchant's higher payroll percentage may reflect 
peculiarities of some of the stores included in the different sample groups of 
stores. Probably the most important of these is the likelihood that some of the ) 
reporting stores may have been relying in part at least on family members for store | 
help. Some of these individuals may not receive any regular wages and others may 
be paid at less than going rates of pay for their services. The inclusion of these 
stores in the sample therefore would result in a somewhat lower salary and wage 
percentage than otherwise would have been shown. In general, however, these 
peculiarities to the extent that they do exist will probably be most pronounced in 
the smaller size-of-business groups of stores. 


"Rent", when expressed as a percentage of the retailer's total sales may 
also appear higher than the average for comparable stores. Some allowance, though, 
should be made for such differences, particularly when merchants who are comparing 
their results are situated in the larger centers of population. This is because the 
reporting stores represent the various sizes of locality, including the larger 
cities in which dollar rents often tend to be somewhat higher than in the smaller 
places. In the tables, however, these higher rents are ‘averaged down' by the lower 
rental experiences of stores in the smaller localities. 


When due regard has been paid to this fact, it may be true that the 
merchant's rental percentage is still above the average for his group,- in other 
words that he is not obtaining as large a sales volume per dollar of rent expense as 
the comparable stores obtained. Several factors, of course, can account for his 
less-than-average performance. Among these is the possibility that especially severe 
competition or lack of aggressive promotion may be keeping the retailer's sales 
volume down; that he has been in business for a relatively short time and has not yet 
built’ up his sales volume to the potential his location offers; or.that the merchant 
is situated in a city with particularly high commercial rentals. In other cases, 
the merchant may be renting more than the space required for his store and yet be 
charging the full rent to the store business. Here the comparison may not be as 
adverse as it seems when the proportionate amount of renteis charged against the store. 


"Advertising", shown in the tables as average percentages of sales, is 
based on the sales of all stores in the several categories even though some stores 
may not have incurred any advertising expenses. This clearly would reduce the 
average advertising expense ratios below what would have been the average for the 
stores that advertised, and hence should be allowed for in making comparisons. As 
in other cases, a higher-than-average advertising expense ratio may be due to a 
number of possibilities requiring analysis by the merchant concerned. Thus he may 
have been trying to expand his sales volume through advertising and deliberately 
incurring high initial expenses for such publicity. Special clearance sales may 
have been held which required higher-than-eaverage advertising expenditures, or 
perhaps he found it necessary to advertise heavily as a defensive measure against 
especially severe competition which may have featured his trading locality. There 
is also the further possibility that due to various reasons his advertising is not 
producing the extra business that it should. 


"Depreciation", as percentages of total sales, measures the extent to 
which the owned fixed assets of the store -- including the value of new additions 
or replacements -- have decreased in value by wear and tear, by getting out of date, 
or simply by growing older. This of course is a real expense of the business even 
though it does not immediately involve cash expenditures, for the business man 
should recover his capital either for investment in new assets or for other uses. 
The size of this expense obviously depends upon whether the store building is owned 
or rented, the original costs and types of the fixed assets which are owned, and 
the rate at which those assets are being written off. 


. Not all of the co-operating stores reported allowances for depreciation. 
In some instances, at least, this may have been due to the fact that the fixed 
assets had already been written off. Quite possibly, the wartime scarcities of 
equipment, materials and labour may often have prevented replacement or renovation 
of the fixed assets, thus depressing the depreciation expense percentages below 
what they would have been in normal times. In other instances where no depreciation 
was shown, a corrected figure was obtained for depreciation or alternatively an 
estimate was entered in the tabulations for this expense. In general where 
correspondence with reporting stores was undertaken the following rates were suggested 
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for consideration: on cost of building, a maximum of 5 per cent if of wood, and of 
2-1/2 per cent if of brick or stone; on delivery equipment, 25 per cent of cost 
for the first year and 20 per cent thereafter; on fixtures, a maximum of 5 per cent, 
and on machinery, of 10 per cent per year. 


In comparing his own depreciation expense percentage with those shown in 
the tables, the retailer should recognize that the averages are somewhat lower, 
frequently in the smaller size groups, than they would have’ been if only stores 
reporting depreciation allowances had been taken. If the merchant's depreciation 
ratio st/il appears high it is very likely due to certain factors peculiar to his 
own business. Thus his fixed assets may be more elaborate; their original cost may 
have been greater; some of them may have been purchased more recently; or the rates 
of depreciation used may have been higher. In any event the element of depreciation 
is there, and the rate of allowing for it can only vary on a sound basis between 
fairly narrow lirits 


"Other Operating Expenses", comprise all legitimate expenses still 
remaining. and include heat, light and power, store supplies, taxes other than ine 
come taxes, business insurance, losses on bad debts, repairs and maintenance, 
interest on borrowed money, etc., but do not include proprietor's salaries or with- 
drawals. As such it is unfortunately too mixed an expense category to permit a 
detailed analysis of the reasons for the difference btween the individual retailer's 
expense ratio and that of his group. Furthermore- the merchant must make an allowance 
for a reasonable difference between the two expense percentages because of the 
varying experiences of stores reporting their "all other operating expenses". If 
his own percentage is still somewhat higher than the average, however, the retailer 
may well check through his residual expenses to determine the reasons for them and 
to assess the possibilities of effecting certain reductions in the future. 


"Total Operating Expenses", when expressed as a percentage of the store's 
total sales, is of course merely the sum of the individual expense percentages 
previously discussed. The difference between the individual merchant's total 
expense ratio and that of his group is consequently the net result of the variations 
he finds between his own individual expense items and the averages for his comparable 
group of stores. These differences could quite possibly cancel each other out to 
leave the retailer's total expense ratio closely approaching the average for the 
category against which it is compared. Clearly, however, this does not mean that no 
opportunities exist for a curtailment in total operating expenses by a careful 
examination of the individual expenses which were incurred. 


"Proprietor's Net Earnings Before Income Taxes and Withdrawals” is 
obviously the final result and financial objective of the retailer's merchandising 
activities. In percentage form it is the measure of the merchant's success in 
keeping his gross trading profit and his total operating expenses sufficiently far 
apart to yield a positive percentage of net earnines which is, of course, exclusive 
of non-trading incomes such as return on investments, rentals received and so forth. 
If, ther, the retailer's percentage of net earnings is less-than-average, it must 
be due to either one - or both - of two factors: i.e., a lower-than-average grossa 
trading profit percentave, or a higher-than-average total operating expense ratio, 
the possible causes of which have already been commented upon. 


"Average Proprietor's Net Earnings Per Store", as already explained, con- 


sists of the total reported net earnings divided by the number of co-operating 
stores. Expressed as a percentage of total net sales, this item will frequently 
appear large. This is because it contains two dissimilar and unmeasured elements, 
one being the remuneration usually thought of as the proprietor's real salary for 
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managing the business, the other consisting of the net trading profits which are 
in turn made up of a legitimate reward for exceptional merchandising abilities and 
a@ return on capital invested - and risked - in the enterprise. Allowances mst 
therefore be made in the dollar figures shown in this item for the proprietor's 
managerial services before the real profitability of the individual store or the 
comparable group of stores can be appraised. 


Discussion in this Section, it will be noted, has dealt with three phases 
of the problem of "How The Retailer Can Use Information On Operating Results” in 
studying his stock turnover and his various profit and expense items. First has 
come an explanation of what each item is and how it is made up. Then it was assumed, 
for purposes of comparison only, that the retailer's results were inferior to the 
average for his comparable cliags of stores. This, in turn, was followed by a 
discussion of the possible operating factors which might have caused the poorer 
results. Many of these factors, however, would have resulted in average or better- 
than-average performances being obtained if their direction had been reversed. For 
this reason, therefore, no attempt was made to analyze the reasons for higher-than- 
average orerating results. 


Finally, it will be observed that no recommendations were made for the 
correction of adverse conditions. Frequently such conditions, such as particularly 
severe competition, are in fact hard realities which must be faced. Here, as in 
other cases, analysis based on facts and imagination must be relied upon to solve 
many of the individual problems of retail managements. 


Trends by Size of Business, 1944 


The term "Restaurants" as used in this survey of operating results, 
embraces two somewhat different types of establishment. In the first 
instance it includes establishments generally recognized as restaurants, 
cafeterias or other eating places and specializing in this service. Results 
of the Census of Merchandising for 1941 show that in that year there were 
4,457 such establishments in Canada with total receipts of $88,035,100. — An 
analysis of these total receipts shows that, on average, they were comprised 
to the extent of 88.4 per cent of the sale of meals and lunches, 6.8 per cent 
of sales of cigars, cigarettes and tobacco, leaving only 4.8 per cent to 
represent receipts from other sources. Secondly the term "restaurant" in- 
cludes establishments in which the sale of meals and lunches forms between 
40 and 75 per cent of the total annual turnover, the remainder of the business 
being comprised of the sale of such items as bakery products, candy and 
confectionery, cigars, cigarettes and tobacco and perhaps magazines and papers. 
The census results for 1941 showed a total of 3,221 such establishments with 
annual receipts of $38,660,000. 


This survey of operating results for the restaurant trade for 1944 
is based on returns received from a sample of 266 establishments operated by 
individual proprietors or partners as distinguished from corporations. These 
266 returns were sorted into ten groupings of stores, first into five sales 
sizes ranging from those having annual receipts of less than $10,000 to 
those reporting receipts of $50,000 and over, after which the classifications 
were broken down as between establishments in owned and in rented premises. 
The number of firms in the various categories ranged from a minimum of three 
for owned stores in the largest size to 67 for rented stores in the same 
catesory. In two groupings the number of establishments reporting was con- 
sidered too small to warrant the publication of results. In three others 
the number of reporting firms was also comparatively small and the averages 
for these should be used with caution. 


The larger restaurants had the higher rates of turnover 


Average rate of stock turnover, as measured by a comparison of 
annual receipts reduced to a cost basis and the average of the two inventory 
figures as at the beginning and end of the year, were greater for the large 
than for small businesses. These ranged from a minimum of 17.5 times for 
owned establishments in the smallest size class to 32.4 times for rented 
establishments in the group having annual receipts of $50,000 or more. The 
high rate of stock turnover in comparison with that secured by other trades 
reflects, of course, the perishable nature of the commodities handled. The 
gain in the rate of turnover as the size of business increased conforms 
with the common experience for most retail trades. A factor to be con- 
Sidered in this connection is that the smaller restaurants do not generally 
restrict their activities to the sale of meals to the same extent as do 
the larger establishments. In other words, a greater proportion of their 
business is represented by the salesof candy, confectionery, tobacco and 
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tobacco products, items for which the turnover rate is less frequent than is 
the case of food products required in the preparation of meals. 


Average inventory per store as on December 31, 1944, ranged from 
a low of $180 for rented establishments in the smallest size category to 
$1,783 for rented establishments in the largest size class. Comparative 
inventory figures for the beginning and end of the year showed an upward 
movement with increases for the smallest and largest sales sizes exceeding 
those for firms in the intermediate size classes. 


Gross profit ratios varied between 27.4 and 36.7 per cent of receipts 
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Gross trading profits represent the difference between annual 
receipts and the total cost of the goods and supplies which were sold either 
in the same formas purchased or else were used in the préparation of meals. 
Expressed as percentages of total receipts, the gross trading profits were 
somewhat greater for the larger establishments. Overall, the seven ratios’ 
ranged between a low of 27.4 per cent for a group of 15 establishments in 
owned premises having annual receipts of between $10,000 and $20,000 and a 
high of 36.7 per cent for a group of 67 restaurants in rented premises having 
annual receipts of $50,000 or more. This upward trend in gross trading 
profit as size of business increases is principally a reflection of the 
difference in the commodity compositions of small and large establishments, 
the smaller ones deriving greater proportions of their annual revenues from 
selling products which carry lower initial mark ups from cost levels. 


Payrolls percentages averaged higher for the larger restaurants 
Turning now to an analysis of operating expenses, employees' 

salaries and wages as percentages of total receipts increased sharply as the 
size of business became greater, the seven averages ranging upward from 
3.9 per cent for 13 owned restaurants in the smallest to 18.6 per cent for 
the group of 67 rented establishments in the largest size category. 
Salaries and wages as reported were to include the total compensation in- 
cluding not only cash payments but also payments in kind including meals 
consumed by employees. The salary and wage figures do not include any 
allowance for’ the managerial or clerical’services of proprietors. The up- 
ward trend in the wage ratios from the smallest to the largest sizes of 
business is, therefore, simply the reflection of the decreasing share of 
the work which the proprietors performed, and therefore of the increasing 
proportion of the labour which was performed by paid employees. 


Rental ratios declined as size of restaurants increased 

Rentals paid by those firms occupying rented premises varied 
inversely with the size of business and ranged downward from 5.0 per piles 
of annual receipts for the smallest size srouping of establishments COM sie 
per cent of receipts for establishments in the largest size of business. 
This tendency is consistent with those found for other trades. It reflects 
the fixed nature of rental costs and the consequent decrease eevee as 
a percentage of sales as annual turnover increases, provided, ofcourse’, 
that no coriparable extension of plant facilities is required. 
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Advertising expenditures in relation to receipts were at a low level 
in 1944, ranging from 0.1 per cent of sales for each of the three smaller 
size categories of rented stores to 0.3 per cent for the group of larger firms 
having snnual receipts of $50,000 or more. Results of a similar survey of 
advertising expenditures for 1938 show an average advertising expenditure of 
0.5 per cent for a group of 181 restaurants, The much ‘lower ratio in 1944 
reflects the marked increase which has characterized the restaurant trade 
during recent years, most establishments operating at or near capacity levels 
and thus requiring little or no advertising in order to stimulate patronage. 


Depreciation allowances averaged between Q.7 and 1.2 per cent of receipts 


Depreciation allowances for rented premises ranged from 0.7 per cent 
for the group of 17 establishments each having annual receipts of less than 
$10,000 to 1.2 per cent for the 67 establishments in the (50,000 and over 
class. The percentages for owned establishments were naturally somewhat 
higher; they ranzed from 1.6 per cent for the group of smaller businesses to 
2.0 per cent for the larger firms. 


All other operating expenses including such items as heat, light 
and water, all tuxes other than income taxes, insurance, repairs and maintenance, 
interest on borrowed money, supplies (other than merchandise and food 
products bought for resale), etc., were included under one heading. Such 
expenses, when expressed as percentages of net sales, varied within compara- 
tively narrow limits, ranging from 6.1.per cent of sales.for rented stores 
in the $10,000 to $20,000 class to 7.9 per cent for rented establishments 
with annual receipts of between $30,000 and 450,000. A. more detailed analysis 
of this group of expenses made in connection with the 1938 survey indicates 
that with two exceptions the ratios of thé individual expense itens to 
receipts remained fairly constant for different sizes of business. Ratios for 
light, heat and power, however, varied inversely with the size of business. On 
the other hand the residual item of miscellaneous expenses not further 
analyzed tended to increase as the size of business increased, a result which 
may be attributed at least in part to the more comprehensive accounting systems 
maintained by the larger firms. Thus certain expense items assigned to this 
residual category by the larger operators may have been overlooked altogether 
or included in the cost of foods purchased by the smaller firms. 


Total expense ratios for the larger restaurants were considerably higher 


On summarizing the various expense items described in the preceding 
paragraphs, it is found that the seven total operating expense ratios varied 
from a low of 12.4 per cent of sales for owned restaurants having receipts of 
less than {10,000 to a high of 29.7 per cent for the 67 rented establishments 
with receipts in excess of $50,000 in 1944. The direct vartation of the 
total expense ratios with increases in sales volume may be explained, of 
course, by the corresponding direct variation in salary and wage costs to 
which reference has been made and to the important element that such wage 
costs form of total operating expenses. 


Net earnings percentages declined 


Proprietor's net earnings before income taxes as recorded in the 
results of this survey muy be thought of as consisting of two components. 
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One component consists of the proprietor's compensation for the managerial 
and other services which he performs in the business. The second component 
represents the net return which the proprietor naturally expects on the 
capital which he has invested in the business. So defined, the averaze ratios 
of proprietors' net earnings to total receipts were much higher for the 
smaller sizes of restaurants, the average for rented establishments dropping 
steadily from 16.6 per cent in the less than $10,000 to 7.0 per cent in the 
largest size of business. This downward trend, of course, resulted from the 
fact that the total expense ratios rose much more sharply from the smaller to 
the larger sales groupings than the pereentages for sross trading profits 
did. An even smaller ratio of 4.1 per cent for a sroup of & establishments 
with receipts between $30,000 and $50,000, however, cannot be considered as 
representative of all establishments in this size category in view of the 
small size of the sample. 


Although net earnings as a percentage of receipts declined as the 
size of business increased, the actual dollar figures for net earnings per 
store showed no such inverse variation. On the other hand, they increased 
progressively for successive sizes of business ranging from $861 for the group 
of 15 owned stores each having annual sales of less than {10,000 and averaging 
go,702 per store to net earnings of $5,846 per store for the 67 rented 
establishments in the largest size class and having an average annual turnover 
of $83,473. 


Operating Results of Continuing Stores in 1941 and 1944 Compared 


Of the 266 restaurants which save figures on operating results 
for 1944, there were 148 which also submitted figures for 1941. ‘These were 
classified by size of business for Table 2,» ‘according to the sales they made 
in 1941 ‘and thus entirely incependent of their dollar volumes in 1944. In 
view of the wore limited number of firms reporting for both years it was 
necessary to reduce the number of size categories for which figures are siven 
from the five shown in Table 1 to the three which appear in the second table. 
In one of these - that of owned restaurants with 1941 receipts of $50,000 
or over, only two reports were included and hence no averages were shown 
for this classification. Nevertheless the comparative averages for the 
remaining 146 establishments reporting for both years do provide some basis 
for measuring the trends in operating results over the three year period. 


Sales increase averaged 46 per cent 
Included in the 146 establishments reporting for both years were 
57 sestaurants each with amnual receipts in 1941 of less than {0,000 whose 
total receipts averaged approximately 70 per cent higher in 1944 than in the 
earlier period. There were 61 establishments reporting receipts for 1941 
varying between $20,000 and $50,000 and their dollar volumes were 38 per -cent 
higher in 1944, ‘The remaining 2& establishments reporting for both years 
had annual receipts in 1941 of $50,000 or over and these registered an 
average increase of 47 per cent in dollar volume of business during the three 
year interval under review. Combined receipts for the 146 establishments 
reporting for both years average 46 per cent higher in 1944 than in 1941. 
This compares with an increase of 54 per cent which a much larger ge SE 
550 restaurants giving their monthly sales figures to the Bureau experienced 
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between the two years. The marked increase in restaurant receipts is 

an outstanding feature of the retail trade of Canada during the war years. 
It reflects the seneral expansion in industrial activity and payroll, 

the increased employment of female workers, und to some extent, may be 
attributed to the introduction of rationing of some food products. 


Cross profit ratios lower in 1944 


Gross trading profits as percentages of sales declined between 
the two years. The ratio for rented establishments in the smallest size 
of business declined from 34.0 per cent to 30.8 per cent of tatal receipts 
while in the intermediate grouping with annual receipts between $20,000 
and $50,000 it receded from 38.1 per cent in 1941 to 55.8 per cent in 
1944. The decrease for the largest restaurants in rented premises, how- 
ever, was considerably less, the ratio moving downward from 39.1 to 58.1 
per cent of sales. Reductions in gross margin ratios between 1941 and 
1944 were common for a number of individual retuil trades and represent 
in the case of restaurants a narrowing of the spread between the amount 
of money taken in from the sale of meals or merchandise and the laid down 
cost of the merchandise, foodstuffs and other provisions required for the 
conduct of the business. 


Total expense vercentages lower in 1944 


Reflecting the increase in personnel required to cope with the 
expanded volume of business, salary and wage costs moved upward at about 
the same rate as sales volume with the result that wage payments as a 
percentage of annual receipts were practically unchanged to slightly 
higher in 1944. Rental costs, onthe other hand, declined appreciably 
when expressed as percentages of total sales. Depreciation allowances 
and the residual] group of expenses also declined in relation to the 
volume of business transacted, with the result that the total expense 
ratios were generally considerably lower in 1944 than in the earlier 
period. 


Increases or decreases in the average percentages net earnings 
formed of sales depended upon whether the declines in.the operating 
expense ratios exceeded or fell short of the decreases in average sross 
margins. Net earnings for a group of 42 establishments in rented 
premises and having annual receipts of less than $20,000 increased from 
9.2 per cent of sales in 1941 to 10.0 per cent in 1944. A similar 
tendency was exhibited by a group of 28 establishments in rented premises 
and aaving annual receipts of $50,000 or more. In this instance the 
net carnings gained from 5.4 per cent to 6.6 per cent of sales. On the 
other hand the net earnings ratio for the intermediate size group of 
establishments declined from 7.1 per cent in 1941 to 6.5 per cent in 1944. 
Overall, the net earnings percentages were lower in three and higher in 
two of the sales and occupancy groupings of restaurants in 1944. 


Actual net earnings per restaurant higher in 1944 


Net earnings per restaurant when expressed in dollar figures in- 
creased substantially for all categories for which sepurate figures were 
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compiled, the gain in dollar volume of business far more than offsetting 
any decline ir the net earnings percentage ratio which may have occurred. 
Net earnings per establishment, expressed in round figures; increased from 
$1,100 to $2,100 for the group of small firms in rented premises which were 
included in the survey, from 32,300 to $3,000 for the intermediate group, 
and from $3,600 to $6,500 per establishment for the group of larger 

firms. 
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Table 1.-=«Restaurants - Operating Results for Stores Classified 
a a Eo ea 
According to 1944 Sales Size and Occupancy Basis, Canada, 1944 
a 


AMOUNT CF ANNUAL SALES 
Less than $10,000 $10,000 to $19,999 


Rented 


GENERAL INFORMATION 


Item 


1. Number of Stores Reporting ..ss.e- 13 ahs 185, 45 


i Votas Said. se cca a held eta teli “74,122 8107,952 |$236 ,943 S626 ,254 
3, Average Sales Per Store .....ee0ce 5,702 6,350 15,796 14,564 


Total Inventory Reported, 


4. Beginning of, Year, n..«0rse~wweaecn ss ag WLe 3278 9,407 20,455 

De BOGr OT VAT ere a ee oie alain peli me ¥ 5,119 3,065 9,910 Bl soto 

6» AVATARS FOF SYSOT. . «0-5 sie gina miele wins 3,068 Se ,O71 9,459 ZU, 30G 
Average Inventory Per Store, | 

Py) Joy er Your uoyaaye ene econo 240 180 634 497 

Se Oost of Goode Sotd’ ».cgevars exo ccieee | Do, 738 70,585 LS, Gow 445 , 893 

9. Stock Turnover (times per year) .. re 26.4 18.2 Elo 


PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 


LO” Grose. Read iume serots © 4.26 acace a: ahesettors 


perating Expenses: 


Le. Iimployees' Salaries and Wages .. 
ais ROG eR geale kiskeisve:«/sterelssa-a: Sicross eeetotolot arene 
ib A CVS SENSI S k oie ‘og: aioe or ete Sibie eimietete 
14, DS ICM yt Cg aleve alae cee sveiete <) ein tote 


Ae Other Operating EXpPensSeS «csaecs 


16. Total Operating Expenses sceceuces 


17. Froprietor's Net Warnings Before 
Income Taxes and \Jithdrawals ... 
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Average Proprietor's Net Harn- 
INGSe Pere SEO Co 6.ciedle wee os a iew orate 


(a) Less than .05 per cent. 
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Table 1.--Restaurants - Operating Results for Stores Classified 
According to 1944 Sales Size and Cccupancy Basis, Canada, 1944 (Cont.) 


$590,000 and Over 


Owned | Rented 


320,000 to $29,999 
Owned 


53 8 67 ts 
$969,499 | $506,728 $5,592,706 a6 
24,859 58,341 835473 Je 

SAMPLE | 
DO 4 Woe &,783 995 3E7 4. 
TOO 28,550 EE, 1 LO TOO 119,462 Br 
27,641 9,947 109 ,424 Gia 

SMALL 
(eye 1,389 ASS Tee 
677,680 B27,777 1,585 , 592 3,040,183 Gig 
24.9 Bl 9 aed 52 4 Qs 
PROFIT ‘AND LOSS DATA 

(Items Expressed As Percentages of Sales) 
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(a) Less than .05 per cent. 


Table 2.--Restaurants - Operating Results for Stores Classified ; 
a nh Math SED he oe ee ae RR fae dea aa Reet aceon tins. Lia oA cao dh eed Ete 3 ES 

Aecording to 1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 

nn 


AMOUNT OF ANNUAL SALES 
Less than $20,000 
Item 194 4 
Owned Rented Owned 


GENERAL. INFORMATION 


1. Number of Stores Reporting .....e- 15 42 15 42 

Boral SalpeG.s ee de deco «0 0 oes oho eA ep Oye Or $496,925 | $176,909 $885 ,558 

3. Awerage Sales Per Storeé: siimweessivse 8,674 11 , 832 21 734 21,085 
Total Inventory Reported, 

4. Begintang of Yoar . «as dupe ss cleee 5,924 14,875 &,752 20,062 

6 End QF VGRy wcssde es stcvuumenises 8,488 14,926 6,779 20,534 

Be Average Tor Year! . sss selves © sie n's 7,206 14,901 6,766 20,5298 
Average Inventory Fer Store, 

76 SUTIN) TY ORT es cd we tom mie or ele aug 595 452 489 

Sg Cost Gi BeOdS Ol Les sists + wiiste eben e Wis fig ht 2 130 ,3582 612 , 806 

9. Stock Turnover (times per year) .. 22.0 Lore 30.8 


PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 


LO, GROSE Trea rror Lt cae c ce ecw. 2665 34.0 Boro JU. oD 


Operating Expenses; 


a1 4 Employees' Salaries and Wages .. 
le . ORNL Sis use Saha Tule Ye “g GME > 6 Sas nee al ata ole 


139 ROVER ioe. 4 See ves Sewee 6 cate ¢ 
14. SRP pE MMU LON 4s 's\t's cies ass seals ale od 
2D. Other Operating Expenses ....... 


16. Total Operating Expensés” >. 2s... 


17. Froprietor's Net Earnings Before 
Income Taxes and Withdrawals ... 

18, Average Proprietor's Net Earn- 
SORES POL Where teahesetr tee oe tec 


$1,091 


Table <.--Restaurants - Operating Results for Stores Classified | 
According to 1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 (Cont.) 
ar pr er a ce neg ne ee eS Ce SE FAAS LRVODD « 


ot 0, 000 = 949,999 $50,000 and Over 
: decanter ir Beep eee 


gx Ou“. 1944 1941 1h Or 45 4 
mee: Owned | Rented _ Owned 


Owied | Rented Owned 


GENERAL INFORMATION 


| 


9 bz 9 52a 28 28 ve 
£293,734 | $1,712,595 ($354,158 {2,414,657 | $1,878,315 12,758,032) 2. 
32,637 02,935 59,551 46,456} SAMPLE 67,083 | SAMPLE 98,501 Oe 
30,359 | 39,230} 11,178 55,692 | | 39, 887 52,370| 4. 
52,010 46,688 15,515 | 56,435 | TOO 47,183} TOO epaye.) 5. 
31,125 42,959 | 12,546 | ing |} 43,555 57,7731 6. 
\ 
3,557 e984. 1,501, | 1,085) SMALL | 1,68 2,256), 7. 
128,283 | 1,060,096 | 233,036 | 1,550,220 | 1,143,8 1,707,222] 8. 
6 24.7 18.9 27.7 | 2 29.6 9. 
PROFIT AND LOSS DATA 
(Items Expressed As lercentages of Sales) 
85.9 | FOE 
16.9 16.6 | 17.4 16.9. 9.6 Dee bes 
- ! ied 7 € © 
0.2 | 0.2 | (a) 0.2 | | 0.6 s 4+}, 13. 
2.9 1.84 2.3 1.41 TOO 1.7 | TOO Del 14. 
10.4 2.3 | al ALG 8.5 2 34. Loe 
Me SMALL | 


| ait aera 
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$3,012 


$1,782 $2,555 | $21 
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PART III - DRUG STORES 


Trends by Size of Business, 1944 
PANS Bb OPT Sei EM sd Mba td As Ee oa 


This section of the report contains a summary of the operating 
results of a group of 258 drug stores which gave details regarding their 
business overations in 1944. It also presents comparative figures for 1941 . 
and. 1944 for a smaller group of 156 stores which furnish figures for both of 
these two periods. 


Notwithstanding the. wide ranse of commodities carried in drug 
stores,.the sale of prescriptions, prepared medicines, drugs and drug sundries 
still form an important component of the retail drug trade. | Results of the 
Census of Merchandising and Service Establishments for 1941 show that in that 
year there were 3,956 drug stores in Canada and these had total annual sales 
of 101,027,400, Almost. exactly one-half of this figure represented the sale 
of the items mentioned above. Food products, including candy and confectionery, 
bottled: beverages, soda fountain sales, lunehes and ice cream came second in 
inzortance forming 15.6 per cent of the total annual turnover. Soaps and 
toilet articles and preparations formed 12.5, per cent; tobacco sales accounted 
for 12.0 per cent; stationery, books and magazines contributed 5.5 per cent 
while miscellaneous merchandise made up the remaining 6.5 per cent. 


The 258 drug stores included in the survey had total.annual sales 
of $9,495,983 und consist of retail drug outlets operated as individual 
proprietorships or partnerships as distinguished from corporations. Further- 
more, the survey was restricted to independent stores; chain stores were not 
included, The 258 drug stores comprising this sumple were first divided 
into five size-of-business classifications ranging ‘from those with annual 
receipts of less than $10,000 to those with annual receipts of $50,000 and 
over. The stores in each size-of-business category were then subdivided as 
between those operated: in owned and in rented premises to form ten sales and 
occupancy croupings for which averages are presented in Table 1. The numbers 
of stores in the various categories varied over a considerable range and were 
generally greater. for estublishments in rented than for those in owned premises. 
In the case of rented stores the numbers varied from a minimum of 6 for the 
smallest size category to a maximum of 73 for stores having annual sales of 
between $50,000 and $50,000. Figures for the small group of 6. stores are not 
shown in the tables but the numbers of stores in the other size categories . 
for rented premises are considered sufficiently large to provide representative 
results. The numbers of stores operating in owned premises did not exceed 
13 for any individual size bracket and ranged downwards to as low as 7 for 
the group of retail outlets having annual sales of $50,000 or over. The > 
averages for these should, therefore, be used with caution. In view of the 
small numbers of owned stores included in the sample, most of the suvimary 
presented in the following paragraphs deals with the results for. stores in 
rented premises. ‘ 
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Inventories were turned over faster by the laiger drug stores 
_- ae — Accent, Ease 


In common with most other kinds of retuil businesses, the rate of 
Stock turnover, computed by dividing the averare of the beginning and ending 
— —S 


inventories for the year into annual receipts reduced to a cost basis, 

was greater for large than for small stores. The stock turnover rate for 
rented stores moved up steadily from 3.0 times for stores with amnual sales 
of ‘between $10,000 and $20,000 to 4.7 times for stores with annual sales 

of $50,000 or over. The rate for a Broup of & stores in owned premises and 
having annual sales of less than $10,000 was only 1.9 times. The in- 
creasing rate of stock turnover as the annual sales volume increases 
reflects the fact that there are certain minimum stock requirements which a 
store must carry in order to transact business at all. Beyond that jain imun, 
an expanding volume of business can be handled partly by increasing the 
stock turnover rate without a commensurate increase in the actual value of 
inventories carried. 


Average inventory per store at the end of 1944 amotinted to. $2,609 
for the small group of owned stores in the smallest’ size category and 
ransed upwards to $12,699 for owned stores having annual sales of $50,000 
or over. Inventories were valued somewhat higher at the end of 1944 than at 
the beginning of the same period, aggregate figures for all stores reporting 
and inciudins both those in owned and.in-rented premises indicating an in- 
crease of 5.1 per cent. Percentage increases in the inventories of rented 
outlets were somewhat greater for small than for large stores, a result which 
may*be explained by the steeper upward trend in sales for small than for 
larger stores which was evident during the war years. 


Gross profit ratios averaged higher for the larger stores 


Gross trading profit, or the difference between annual receipts 
and the purchase price of goods sold, varied over a considerable ranve for 
different stores depending upon the commodity composition of the business 
transacted. Stores with a high proportion of receipts fron prescriptions 
or fromthe’ sale of meats or lunches would normally have a high gross margin 
ratio.” Other stores where’ such receipts were of lesser importance would 
naturally sell higher proportions of candy, confectionery and tobacco products, 
etc., and-these commodities carrying comparatively lower rates of initial 
mark-up would result in lower percentages of gross trading profits being 
realized. The lack of uniformity in the commodity composition of different 
stores was such as to hide any consistent trend in gross margin ratio for 
stores classified according to size of business. Nevertheless the general 
tendency was for the gross margin percentage to rise as the size of store 
increased. for a group of 47 stores with annual sales of $50,000 or over 
eross profits averared 26.9 per cent in 1944, but were somewhat lower at 
from 24,1 per cent to 26.4 per cent for stores in the smaller size categories. 
for owned establishments the average ratios ranged from 25.1 per cent for 
stores with annual sales of between $20,000 and 50,000 to 28.5 per cent for 


stores in the largest size category. 


Salary and wage ratios higher for larger drug stores 


An analysis of the operatin# expenses reported by these stores 
shows thet salaries und waces us a percentage of sales ranged mr the case of 
rented stores from a minimum of 4.0 per cent for stores in the oto fe 
be j - . > 2 9 a at a 4 Whe ) y de es of SH ( or 
$20,000 size bracket to 8.5 per cent ie stores pial bcoes Nes : : ee te 
more. The range for owned stores was from 1.6 per cent to S.6 p e 


ae. 


Salary and wage figures as reported were to include the total compensation 
received by paid employees but they were not to include any allowance 

for the managerial or clerical services of proprietors. The upward trend 
in the ratio of wages to sales as the size of business increased re- 
flected the decreasing relative importance of the value of proprietors' 
services in relation to the totel labour cost, and hence the increasing 
proportion of that cost which represented payments to employees. 


Rentals paid by stores occupying rented premises were constant 
at 2.7 per cent of sales for stores in the $10,000 to $20,000 and in 
the $20,000 to $30,000 sales brackets. For larger stores the ratio 
declined, amounting to 2.4 per cent for stores with annual sales of between 
430,000 and $50,000 and to 2.2 per cent of sales for stores with annual 
sales of $50,000 or over. The downward tendency in the rentals ratios 
as the size of business increases reflects the fixed nature of rental 
costs and is consistent with the results found for other trades. 


Largest stores had highest advertising expense ratios 


Excepting only the largest size group of stores, advertising 
expenditures remained uniform at 0.4 per cent of sales in the three other 
size categories of rented stores for which figures are shown in the 
tables. For similur stores with annual sales of $50,000 or more, how- 
ever, publicity costs amounted to 0.7 per cent of the dollar volume. 

The ratios for stores in owned premises increased consistently with the 
Size of business and ranged from 0.1 per cent for stores with annual 
sales of less than $10,000 to 0.8 per cent for stores in the largest 
size of business. 


Depreciation allowances on equipment and fixtures reported by 
stores in rented premises and expressed as percentages of annual sales 
varied inversely with amount of sales made. Such allowances ranged from 
0.8 per cent of sales for stores having annual sales of from $10,000 
to $20,000 to 0.4 per cent for stores with ummual sales of $50,000 or 
more. The inverse relationship between the depreciation ratio and the 
size of business is a reflection of the higher investment in store 
furniture and equipment in relation to sales in the smaller stores. The 
depreciation allowances for owned stores were naturally somewhat higher 
than those for stores in rented premises. 


All other opersting expenses including such items as heat, 
light and water, all taxes othcr than income taxes, insurance, repairs 
and maintenance, interest on borrowed money, supplies (other than 
merchandise bought for resale), etc., were included under one heading. 
Reflecting the impact of the more fixed cost elements in this group, the 
ratios for rented store expenses varied inversely with the size of 
business, ranging downward from 4.9 per cent of sales for outlets with 
annual sales of between $10,000 and $20,000 to 3.6 per cent. for establish- 
ments in the largest size of business. Due probably to higher content 
of other occupancy costs, the averages for drug stores in owned premises 
tended to be somewhat higher than those which the rented stores 
experienced, 


Total expense ratios of bigger stores averaged higher 


On summarizing the various expense items for which figures are 
compiled, total expenses for rented stores ranged upward from 12.8 per 
cent of sales for stores doing an annual business of $10,900 to $20,000 
to 15,4 per cent for rented stores with annual sales of 350,000 or 
more. Total operating expenses for owned stores revealed a similar 
rising trend, a tendency which may be explained by the corresponding 
direct variation in salary und wage costs which form an important element 
in the total operating expenses. 


Proprietor's net earnings before income taxes may be thought 
of as consisting of two components. One component consists of the 
proprietor's compensation for the managerial and other services which 
he performs in the business, The second component represents the 
return which a proprietor naturally expects on the capital which he has 
invested in the business. Including both of these, proprietor's net 
earnings as percentages of anual receipts varied between 10.5 and 12,5 
per cent of sales for four size-of-business categories ‘Of rented 
stores for which figures are shown in the tables, the ratios for the 
smaller stores being slightly higher than those for the larger establish- 
ments. 


Actual dollar figures for net earnings per store were naturally 
higher for large than for small establishments. Net earnings for 
businesses in rented premises ranged from $2,004 per store for stores 
with annual sales of from $10,000 to $20,000 to $8,234 per store for 
firms having an annual turnover of $50,000 or more in the year under 


review, 
Operating Results of Continuing Stores in 1941 and 1944 Compared 


The 258 drug stores which reported figures on their operating 
results for 1944 included 156 stores which also gave corresponding infor- 
mation for 1941. These were classified by size of business for Table 
2 according to the sales they made in 1941 and thus entirely independent 
of their dollar volumes in 1944. In view of the more limited number 
of firms reporting for the earlier period it was necessary,to reduce 
the number of size categories for which figures are given from the five 
shown in Table 1 to the three which appear in the second table. In one 
of these - that of owned drug stores with 1941 sales of $50,000 or 
over - only three reports were included and hence no averages were shown 
for this classification. Nevertheless the comparative averages for the 
remaining 153 drug stores reporting for both years do provide some basis 
for measuring the trends in operating results over the three~year period. 


Includea@ in the 153 stores piving figures for both years were 
40 establishments in rented premises having dollar volumes in 1941 of 
less than $20,000. The sales for these outlets were 62 per cent higher 
in 1944 than in the earlier period. The corresponding increases for 
63 rented stores with 1941 sales running between $20,000 and $50,000 was 
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35 per cent while a gain of 41 per cent was registered by the 18 stores 
in the largest size of business. The samples for eStablishments in 
owned premises were considerably snuller, but the 21 outlets in the 
smallest size of business experienced an expansion of about 60 per 

cent and the 11 units in the $20,000 to $50,000 size an increase of 29 
per cent. In total, the sales of all lel rented drug stores averaged 
about 41 per cent higher and the 153 owned and rented ones ulso guined 
by the same percentavse. These compare reasonably well with the increase 
of about 37 ver cent recorded by the Bureau's monthly indexes of retail 
sales during the same period which is based on a much larger sample of 
continuing drug stores. 


Gross profit ratios averaged lower in 1944 


Gross trudins profits as percentages of sales were lower in 
1944 than in 1942 for all five of the size und occupancy clusses for 
which separate fizures are shown in the tables. In the case of rented 
stores, cross trading profit declined from 29.0 per cent to 26.4 per 
cent for the sroup of 40 stores having annual sales in 1941 of less than 
$20,000; from 26.9 per cent’ to 25.5 per cent for the intermediate size 
class, and from 29.1 per cent to 28.1 per cent for the’ larger ‘stores 
with 1941 sales of %50,000 or over. These reductions in gross trading 
profit between 1941 and 1944 were common to many retail trades and 
represent a narrowing of the spread between the laid down cost and the 
selling’ price of the merchandise sold. 


Lowey operating expenses as percentages of sales were general 
for both rented and owned stores and for all size classes for each of 
the five’ expense items for which figures are shown. ‘Juoting only the 
figures for the 63 rented stores with annual sales of from $20,000 to 
$50,000 the salary and ware cost declined from &.3 per cent to 7.0 per 
cent of sales; rentals from 3.2 per cent to 2,5 per cent; advertising 
expenditures from 0.5 to 0.4; depreciation from 0.7 to 0.5, while other 
operating expenses fell off fron 4.2 per cent to 3.” per cent. Total 
expenses for this class were reduced from 16.9 per cent to 14.1 per 
cent. 


Net earnings percentages higher in 1944 


AS a consequence of the more pronounced decreuse in operating 
expenses than in eross margins, net earnings us percentages of sales 
moved upward between 194] and 1944. Increases in net eurnings were 
gereral for both owned and rented stores and for all three size-of- 
business classes. In the case of rented stores having sales of less 
than 0,000 net earnings increased from 11.2 per cent of sales to 

3.2 per cent, from 10.0 to 11.4 for rented stores in the intermediate 
grouping, and from 9.3 to 12.1 per cent of sales for such stores in the 
largest size of business. 


The higher net earnings ratio, when taken together with the 
substantial increase in dollar volume of business, combined to effect 
a marked increase in net earnings when expressed in dollar firures. 
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Net earnings per store in rented premises increased fron $1,466 to $2,814 
for stores with annual sales of less than $20,000 in 1941; they in- , 
creased from $3,217 to $4,921 per store for the intermediate size category 
and from $5,779 to $10,536 for the group of 18 larger stores each having 
sales of $50,000 or more in the earlier year. Increases of a similar 
magnitude were also recorded for stores in owned premises. 


Table l.--Drug Stores - Operating Results for Stores Classified 
According to 1944 Sales Size and Occupancy Basis, Canada, 1944. 
ne er nD 


 AMOUKT 
Item Less than $10,000 $10,000 to $19,999 
Rented 


GENERAL INFORMATION 


1. Number of Stores Reporting ..cxsece a 358 
BR. Total Salemi. twee wees «ecm cea sce $152 ,244 $606 , 954 
oO. Average Sales Per SCOTS! wise clevec cies 13,840 15,974 
Total Inventory Reported, 
4, PORinnINerOr “Year sis cies a ies ete wiers 32,254 147 , 849 
5. End of Year wvecceccvesocccusecs 34,536 157 ,056 
. Average for Year ceecsvccvcccecs 353,585 152 ,453 
Average Inventory Per Store, 
us Bud OP YOR, cco sk were oe vie en oe cle 3,140 4,133 
S, \OOst cr Gaete sold. fees ewces ore te 114 792 453 ,395 
9. Stock Turnover (times per year) .. 5.4 5.0 


PROFIT AND LOSS DATA 


(Items Expressed As Percentages of Sales) 


10. Gross Trading Profit .ccccccccccee 24.3 a Pabber | 24.6 29.95 


Operating Expenses: 


Rak. Employees' Salaries and Ylages .. 
Ne. Rent eevee eecwweseereeerereereeree et eevee te 


aS Advertising oeeewererewewoeeeveoeeneae 
14, Depreciation cer ee oe Hore eweeeeee 
Loe Other Operating Expenses .....e. 


16. Total Operating Expenses ..csecece 


17. Proprietor's Net Earnings Before 
Income Taxes and Withdrawals .. 


1&. Average Proprietor'ts Net Earn- 
ine mar & ” © 
ings Per Store eee ere oe ee eweeres $26 ,609 
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Table 1.--Drug Stores = Operating Results for Stores Classified 


According to 1944 Sales Size and Occupancy Basis, Canada, 1944(Cont. ) 


AMOUNT OF a SALES 


BOO ,OOO to 999 $50,000 and Over 
[Rented _—[—~omed_— | notte] —twnsd_] — Reread — 


GENERAL INFORMATION 


I 42 13 73 7 47 
eol9,406 $1,056,450 | $479,631 $2,892,971 $534 ,298 $3,367 ,318 2. 
24,070 20, 1 B4 36 ,895 39,630 76 ,328 71,645 Se 
63,292 207 ,773 89,883 495 ,646 88 ,142 514,748 4. 
68),229 215,626 101,188 518 ,351 88 ,896 539,209 Se 
65,761 mal 609 495,956 506 ,998 88 ,519 526 ,979 6. 
5,248 5,154 7,784 7 ya0l 12,699 11,473 he 
245 ,623 777,547 543 ,895 2,195,765 582 ,023 2,461,509 8. 
5.7 Sel 506 4.38 4.3 4.7 9 

PROFIT AND LOSS DATA 
(Items £xpressed As Percentages of Sales) 


Lowel 26.4 28.5 24.1 28.5 , _ 26.9 10. 


$39,838 $132,750 
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Table 2. ee Stores = Operating Results for Stores Classified 


41 Sales Size and Occupancy Basis, Canada, and 1944 


According 


Number of Stores Reporting «oo. 


od 40 


Poe TOtEIA BA LOB 2a obs REN sRE «0 oh eGR $252,107 $524,167 | $370,493 $850 ,375 

3. Average Sales Per Store -..-cccses 11,053 15,104 | 17 ,643 21,259 
Total Inventory Reported, 

4.0 ‘Beginning, of Yearaas sn. 0ep oeks : 69,472 166 ,110 82 ,876 - 177,576 

5,3” Bae Meer 3.4. aig dhw< +p “AGG 73 ,960 171,766 Be 265 187 ,036 

6. Average for Year .cscsesvebennce 71,066 168,958 | WRT 182 ,306 
Average Inventory Per Store, 

T» Beds Gf YOaRre 6. + 280 5GGR «sh wed " S,pee 4,294 | 4,598 4,676 

8.0 Cost ef, Goods Gold Sen... cis abe oh . 174,777 STe ,Loo 219 tee 625 ,876 

9. Stock Turnover (times per year) ~. 264 se Sve 3.4 


10. 


ll. 
12. 
13. 
14. 
15. 


16. 
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18. 


GPoOsp croup tr Oldie cis ei sicretsiseccrs 


Operating Expensess 
Employees' Salaries and Wages .. 
ROME occ ccc w cles 4% wip 0 0000 vle ooh off 
AOVENGLSLES sales oh of ya san aten a & ove 
Depreciation jj. «seks. eoeccee 
Other Operating cease eooevsce 


Total Operating’ RXpPOnNes .. ssc esc 


Proprietor's Net Earnings Refore 
Income Taxes and Withdrawals ..-. 


Average Proprietor's Net Earn- 
Ape FOr aul vent heres om ea : 


PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 


24.7 29.0 24.5 26.4 
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Table 2.--Drug Stores - Operating Results for Stores Classified 
She 
According to 1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 (Cont. ) 
a a na aaa eset 


AMOUNT OF ANNUAL SALES 
$20,000 - seh 999 f50,000 and Over 
Be EH) 1.0.4.4 Weegee 1:9. 4:4 


Owned | Rented Rented 


GENERAL INFORMATION 


11 63 Vg 63 1. 

$291,172) $2,021,745 |$376 ,2951$2 ,729,508 Bre 

26 ,470 32,091} 34,209 43,326 35 
SAMPLE SAMPLE 

69,757 411,539} 72,134 459,145 cg 

72,139 455,178} 72,684 479,143 TOO TOO 200). Bel lt be 

70,948 433,359, 72,409 469,144 274,785) 6. 
SMALL SMALL 

6,558 7,225 6 ,608 7,605 15:60)127.« 

211,391) 1,477,896 | 278,835] 2,033,483 793 ,204 1,130,039} 8. 

Sef 3.9 4.3 Bea 2 ty Fae 


PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 


27.4 2669 2029 25690 Balak 


SAMPLE 


SAMPLE 


TOO 


TOO 


SMALL 


SMALL 


$10,536 118. 
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PART IV - JEWELLERY STORES 


Trends by Size of Business, 1944 


Jewellery stores are engaged chiefly in the sale of jewellery, silver- 
ware, clocks and watches. They also carry such additional lines as optical goods, 
leather foods, chinawere, silts and novelties. Heceipts from repair work may, 
and usually does, constitute an important source of revenue. 


These stores ure nevertheless specialized to a high degree in handling 
clocks, watches, silverware, and jewellery. Indeed the foregoing items comprised 
75.5 per cent of the total trade of jewellery stores analyzing their sales by 
classes of commodities in the 1941 Census of Merchandising. This total in turn was 
made up of clocks at 2.8 and watches at 16.6 per cent of total sales, of plated and 
sterlinz silverware at 9.9 and 5.7 per cent, and of all other jewellery at 359.1 
per cent of total sales. China, glassware and crockery formed 7.2 per cent, 
luggage and leather goods 4.0 per cent, optical goods, 2.4 per cent, toilet articles 
and preparations 0.3 per cent and miscellaneous merchandise 6.8 per cent of total 
sales. Receipts from repairs and services also made a significant contribution 


= 


which amounted to an average figure of 5.8 per cent of the total trade in 1941, 


A total of 137 usable schedules giving figures on their results for 
1944 were received from unincorporated jewellery stores co-operating in the recent 
survey. These were sorted into five sizes of business for stores with sales 
rangine from less than $10,000 to those having annual volumes of $50,000 and over 
in the year under review. The groupings were then separated as between stores in 
owned and in rented premises to produce ten sales and occupancy categories for 
which figures were compiled. In each of the four larger sizes of owned stores, how- 
ever, the reports numbered less than 6 and no figures were presented for them in 
Table 1. Overall, a total of 125 reports were used in the compilations, 117-of 
which were distributed fairly evenly over the five sizes of rented stores while the 
6 remaining represented owned establishments with sales of less than $10,000. The 
first section of this summary, therefore, deals almost entirely with the experiences 
of the five groupings of rented stores. 


Stock turnover averaged between 1.4 and 2.5 times 
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Turning now to the statistics presented in Table 1, it will be noted that 
inventory turnover ranged between a low of 1.4 and a high of 2.5 times in 1944, 
These averages moreover were higher for the larger sizes of jewellery stores, the 
ratios moving up from the low of 1.4 times in the smallest to 2.5 times in each of 
the two largest sizes,of business. The upward movement resulted naturally from the 
fact that even the smallest jewellery stores required a comparatively balanced line 
of goods for effective retailing. Once cstablished, the inventories with only 
moderate expansions were able to support relatively larger pains in sales volumes. 
The rates of inventory turnover of the reporting jewellery stores, moreover, were 
among the lowest experienced by the different kinds of stores in the year under 
review. This ranking, of course, reflects the combined influences of several 
distinguishing factors upon the inventory positions and sales possibilities of 
jewellery stores, among which can be noted the low level of repeat consumer demand, 
the comparatively high unit values of the items handled and the relatively wide 
ranges of merchandise the stores must carry to enable their stocks to meet the 
varying preferences of their customers. 


). Cent of sales in the four progressively larger sizes of stores. 
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These factors are clearly apparent in the rather heavy investments of 
capital in merchandise inventories. Even the rented jewellery stores with sales of 
less than $10,000 had an average inventory of $2,732 per store at the end of 1944, 
For the larger sizes of business the average ending inventories were much higher, 
amounting to $5,484 per store in the $10,000 to $20,000 store size and to $8,174, 
$9,226 and $22,247 per store in the $20,000 to $30,000, the $30,000 to $50,000 and 
the $50,000 and over sales groupings. 


Changes in stock positions between the beginning and end of 1944 may be 
appraised from the total inventories shown at those times in Table 1. Only in the 
smallest size of rented stores was an increase experienced and this amounted in fact 
to about 12 per cent over beginning figures, Inventories were almost maintained by 
stores with sales running between $20,000 to $30,000 but in the $10,000 to #20,000, 
the $30,000 to $50,000 and the $50,000 and over store sizes declines were recorded 
which averaged about 3, 7 and 9 per cent, respectively. The impact to wartime 
scarcities and the inability to secure satisfactory substitute lines apparently was 
most keenly felt by the two largest sizes of jewellery outlets, for the contractions 
in their inventories were greater than those of the intermediate sizes of establishments. 
In summary, the total ending inventories of all reporting stores decreased by 6 per 
cent from their opening valuations. 


Gross profit ratios averaged between 37.6 and 46.8 per cent 


Average rates of gross trading profits for the five sizes of rented 
stores varied between 37.6 and 46.8 per cent of sales in 1944. By size of business, 
the smallest and the largest stores recorded the highest ratios which amounted 
respectively to 46.8 and 42.8 per cent of annual dollar volumes. The high ratio for 
the smallest outlets probably resulted in part at least from the fact that many of 
these.gstablishments derived a considerable proportion of their total sales in the 
form of receipts from repairs and services which, consisting mainly of payroll 
expensts, had no counterpart in cost of goods sold. Such receipts, however, were 
probably somewhat less important for the larger stores concentrating to a greater 
extent on the retail aspects of their business, and hence gross profits in the three 
intermediate sizes of business averaged out at the lower figures of 39.2, 59.2 and 
37.6 per cent of sales. The secondary high of 42.8 per cent recorded by the largest 
jewellery stores, of course, could have been caused by the presence of some outlets 
obtaining rather high proportions of their annual sales from service receipts. It 
is more likely, however, that these establishments whose sales averaged slightly over 
$100,000 per store were handling larger proportions of the more specialty types of 
merchandise which presumably carried somewhat higher mark ups than the more staple 
items which the smaller establishments handled. 


Payroll percentages higher for the larger stores 
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Turning now to the operating expense ratios, the five ayverneee 
for employees’ salaries and wages ranged between 3,9 and 12.5 per cent of sales cial 
1944. By size of business the bigger jewellery outlets had the higher payroll ratios, 
the averages rising from 3.9 per cent in the smallest to 6.5, 8.9, 8.4 and 12.5 per 
This trend was 
probably due principally to the decreasing share of the work which the proprietors 
of the larger stores performed. In some degree, too, it may have reflected the fact 
that certain additional help was required by the bigger stores to handle the greater 
administrative and other indirect activities involved in their operation. 


i j i e once the 
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lease has been negotiated. This presents the retailer with the opportunity to 

reduce its weight by spreading the costs over larger volumes of sales. Such a 

process in a sense is illustrated in the rentals percentages for jewellery stores 
whieh declines from an average of 4.9 per cent of sales for stores with dollar volumes 
of less than $10,000 to 4.2, 3.4, 2.7 and 2.8 per cent in the respectively larger 
sizes of establishments. 


Advertising expenses for the five groupings of rented stores varied , 
between a low of 0.5 and ashigh of 1.7 per cent of sales in 1944. By. size of business, © 
however, the trend was quite irregular. This is indicated by the fact that the ratio 
rose from 0.5 per cent in the less than $10,000 sales size to 1.1 per cent in the 
$10,000 to $20,000 grouping from which it receded to 0.9 and 0.8 per cent in the 
$20,000 to $30,000 and the $30,000 to $50,000 store sizes to jump finally to 1.7? 
per cent of sales for stores with dollar volumes of $50,000 or more. These irregu- 
larities, however, would have averaged themselves out into progressively higher 
ratios for the larger sizes of business if the stores had been classified into three 
groupings of establishments with sales of less than $20,000, between $20,000 and 
#50,000 and for outlets with sales of $50,000 or over. 


Depreciation and other expense ratios lower for larger stores 


Depreciation allowances as percentages of sales with but one exception 
decreased us the stores became larger. Thus beginning with a ratio of 0.9 per cent 
in the smallest size of business the average moved upward to 1.2 per cent in the 
$10,000 to $20,000 sales grouping from which it receded to 0.7, 0.6 and 0.5 per 
cent of sales in the three larger sizes of stores. This declining tendency resulted 
from the fact that the smaller stores required certain minimum equipment. for 
efficient retailing and that their requirements for such did not expand directly with 
increases in their sales volumes. 


Other operatine expenses include such costs as supplies, communications, 
taxes other than income taxes, insurance, light, heat and power, repairs, bad debt ..,. 7 
losses, interest on borrowed money and sundry expenses. Some of these were commonly 
experienced and hence were probably included quite uniformly in the figures reported, 
while others may not have been so generally encountered nor so consistently included 
in the dollar totals for othcr operatins expenses. Nevertheless, the percentages 
for these costs were consistently lower for the larger rented jewellery stores in 
1944, the averages dropping steadily from 9.0 per cent of sales in the smallest to 
5.0 per cent in the largest size of business. This is probably a reflection of the 
presence in other operating expenses of sizable amounts of fixed costs which in pere 
centage form become smaller as sales expand, 


Summarizing the trends in the expense categories just described, total 
operating expenses for the five classes of rented stores varied from a low of 19.2 
to a high of ©2.5 per cent of sales in 1944. By size of business the larger jewellery 
stores generally had the higher total expense ratios, their higher payroll percentages 
being more than sufficient to offset the lower ratios they recorded for rentals, 
depreciation, and other operating expenses. The lowest averave for total expenses ' 
of 13.< per cent occurred in the grouping of rented stores having sales of less than 
“10,000 in the yesr under review. Fron this point the ratio rose to 20.6 and 21.5 
per cent in the two immediately lurger store sizes, dropped against the trend to 19.4 
per cent in the $50,000 to $50,000 sules size and finally rose to 22.3 per cent for . 
jewellery stores with sales of $50,000 or over. 
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Average net eurnings averaged between 17.7 and 27.6 per cent 
= __—— rn ene ee ee 


Proprietor'sS net earnings before income taxes end withdrawals can be 
considered to include two components, one representing a reward for his personal 
services, the other a net profit return on the capital he had invested in the 
business, Expressed in ratio form, the total net returns for the five sizes of 
rented stores averaged between 27.6 and 17.7 per cent of sales in 1944, By size 
of business, the ratios declined from the high of 27.6 per cent in the less than 
$10,000 to 18.6 and 17.7 per cent in the two immediately larger sizes of stores. 
From that point moderate increases took pluce with the averages rising to 18,2 
and 20,5 per cent in the two largest sales groupings. These changes, of course, 
represent the net results of variations in the gross profit and total expense 
percentages which have been discussed previously. 


In terms of dollar figures, however, average proprietor's net earnings 
per store recorded consistent increases from the smallest to the largest sizes 
of business. The progression started at an average of $1,813 per store in the 
less than $10,000 sales grouping and moved sharply upward to averages of $2,697, 
$4,369, $7,078 and 920,571 per outlet for the larger sizes of stores. A particularly 
sharp expansion, it will be noted, occurred between the $30,000 to $50,000 and 
the #50,000 and over classifications. This was due partly to the rise in the 
rate of net earnings but more importantly to the major expansion in the sizes of 
Stores being compared, the average sales for these two groupings amounting to 
$38,874 and $100,049 per outlet in 1944, 


Operating Results of Continuing Stores in 1941 and 1944 Compared 


Out of the 157 usable schedules giving operating results for 1944 
there were only 101 which also submitted fisures for 1941. These were classified 
by size of business for Table 2 exclusively by the sales they reported for 1941 
and thus entirely independent of their dollar volumes in 1944, Because of the 
limited number of reports available for both years it was necessary to reduce 
the number of sales-size categories from the five in Table 1 to the three enlarged 
ones for Table 2. In one of these - that of owned stores with 1941 sales of 
$50,000 and over - only two reports were included end therefore no averages have 
been presented. Only 6 and 7 schedules appeared in the other two sizes of owned 
establishments and these statistics should be used with caution. The samples, 
however, are somewhat larger for the three groupings of rented stores und the 
trends in the operating results of these outlets will be discussed in the following 
paragraphs. 


Sales increased 31 per cent over 1941 
a ee 


A glance at the sales totals shown for rented stores indicates that 
the reporting stores experienced substantial gains in sales during the wartime 
period. These increases amounted in fact to 46 per cent over 1941 levels for ; 
rented stores with sales of less than $20,000, to 26 per cent for the interiiediate 
group and to 32 per cent for jewellery outlets having dollar volumes of 50,000 

or more in 1941. Overall the expansion in business in the three sizes of business 


amounted to about 31 per cent. 
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In the light of these gains in dollar volume, it is not surprising 
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find the rates of stock turnover averaging somewhat higher in 1944. In 1941, 
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the average bates of stock turnover for the three sizes of rented stores amounted 
Tore, 1.7 and 2.0 times against corresponding ratios of 1.9, 2.2 and 2.6 times 
in the later year. This upward shift for the two larger sizes of stores was 

also caused by declines in inventories, total stocks at the end of 1944 in the 
$20,000 to $50,000 sales size dropping by 15 per cent and in the $50,000 and over 
erouping by 16 per cent from the valuations reported at the close of 1941. In 
the smallest size of business an increase of about 18 per cent was recorded but 
this was not sufficient to offset the other decreases and total inventories for 
all rented stores were lower by 1l per cent at the end of the later period. In 
summary, the three average inventory figures stood at $4,092, $11,831, and 
$28,177 per store at the end of 1941 and at $4,810, $10,251, and $25,791 per 
store at the close of 1944. 


. 


Gross profit ratios somewhat higher in 1944 
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Average rates of gross profits recorded by the rented jewellery 
establishments increased somewhat in the period under review. During 1941 the 
ratios for the three sizes of business amounted to 41.6, 39.0 and 39.0 per cent 
of total sales which compare: with averages of 42.8, 39.3 and 42.5 per cent of the 
dollar volumes in 1944. These gains may have resulted in part from shifts in 
consumer buying to various items of merchandise carrying higher mark ups. A 
more important reason, probably, lies in the fact that stimulated by various war- 
time conditions receipts from repairs and services formed higher percentages of 
the sales of the reporting jewellery stores in 1944 than in 1941. 


Total expense percentages were lower in 1944 


Reflecting reductions in most of the ratios for the five classifications 
of operating expenses, the three percentages for total expenses were lower,in 
1944 than in 194]. During the earlier yeur, the averages for rented stores formed 
£5.82, 28.8 and 25.8 per cent of total sales against corresponding ratios of 20.8, 
21.1 and 21.9 per cent in the later period. 


Among the individusl expense categories, employees' salaries and wages 
in ratio form remained practically unchanged between the two years, amounting to 
7.5, 9.5 and 12.8 per cent of sales in 1941 and to 7.2, 9.8 and 12.1 per cent of 
Sules in the corresponding size groupings of rented outlets in 1944. This 
stability,of course, means thut the considerable expansions in sales were reflected 
in almost similar gains in dollar payroll costs, a situation which in turn suggests 
that some additions had been made to store staffs during the wartime period. 


Rental costs, on the other hand, are fixed dollar expenses and formed 
lower percentages of sales in the later period. In response to increases in 
dollar volumes, these averages declined from 6.0, 4.0 and 3.2 per cent in 1941 to 
4.1, 3.5 and 2.5 per cent in 1944, 


Dollar allowances for depreciation, however, are somewhat less fixed 
in nature. Thus, while the original value of the fixed store assets may remain 
compardtively unchanged, the depreciation allowances rest upon estimates for wear 
and tear, obsolescence, etc., which may vary between stores and also from one time 
to another. Nevertheless, the depreciation allowances were all slightly lower as 
percentages of sales in 1944, the ratios for rented stores dropping from 1.0, G25 
and 0.6 per cent in 1941 to 0.7, 0.7 and 0.5 per cent in the later period. These 
declines, however, were relatively somewhat smaller than the gains in sales and 
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all 
hence average dollar appropriations for this cost were/slightly higher in the 
more recent year. As between stores in owned and in rented premises, the former 
classes of outlets naturally had the higher rates of depreciation in the two 
years under review. 


Advertising costs as percentages of sales were practically unchanged 
in the two smaller sizes of business but the ratio for the largest stores was 
lower in 1944. In 1941, the three averages for rented jewellery stores amounted 
to 0.7, 1.4 and 2.3 per cent against ratios of 0.8, 1.3 and 1.6 per cent of sales 
in 1944. In all but the largest size of business, the decreases were proportionately 
smaller than the increases in sales and consequently average publicity costs 
in dollars were greater in the more recent period. Other operating expenses in 
ratio form likewise followed the same trend and were lower in 1944, the averages 
dropping from 8.2, 7.1 and 6.9 per cent of sales in the earlier to 8.0, 6.0 and 
5.2 per cent in the later year. 


Net earnings percentages averaged higher in 1944 


Reflecting the fact that the ratios for gross profits were higher and 
those for total expenses were lower, the proprietors of the reporting jewellery 
stores received in 1944 much larger shares of the sales dollar in the form of: net 
earnings. Thus forming 18.4, 16.2 and 13.2 per cent of the sales of rented stores 
in 1941, proprietor's net earnings before income taxes and withdrawals rose to 
the higher levels of 22.0, 18.2 and 20.6 per cent of total receipts in the more 
recent period. Aided partly by these gains and partly by the substantial in- 
creases in sales volumes, actual net earnings per rented establishment were much 
higher in 1944, the averages rising from $1,882, $5,123 and $11,234 in 1941 to 
$3,296, $7,223 and $23,210 per outlet in the later year. 


“GT OF MIU SALES 
$10, 000 $10,000 to 919,999 


GENERAL INFORMATION 


_—— SS 


1. Number of Stores Reporting ....... 25 21 

Exw 1 DOG Ad; GALE TRS» -nssieh nah sieduroshi @ ahs. eNeN’ sceoy ak ; $164,330 $304,793 

o, Average ‘Sales (Per SLOG siere cote spec 6,975 14,514 
Total Inventory Reported, 

4. Beginning of Yea?-<~s ew wewws we 61,037 239 O71) 

Dix FEDS OT. GET is fa wee wate ik win © ate aunts 68,294 115,175 

6. BUGLEPCAGOI TOMI crank piesa ts tialete ace 64,666 Livia lon 
Average Inventory Per Store, 

Tow BOM OE SEAT sack «5 sigie.e ees a4 aa eer Fa GS) 5,484 


Bie, DORu. Dis GOODE NOLO: canine as etbla damietice a 
9, Stock Turnover (times per year) .. 


87 , 424 
1.4 


PROFIT AND LOSS DATA 
Items Expressed As Percentages of Sales) 


10, ArORe Tracie. Prorat iis sata eater 


Operating Expenses: 
AL Employees' Salaries and Wages .. 
12. BOTS: dogs Sint kon mi ese nie aan aie Sk wnt a 
Siw ROS TEAS Ae nw aise wae pot cw wale he 
14. DEDTOR 1A TION. sisecleaiev hs secas's oaks 
tah Other Operating Expenses ...ceee 


16. Total Operating Expenses ...seccece 


17. Proprietor's Net Earnings Before 
Income Taxes and Withdrawals ... 


18. Average Proprietor's Net Earn- 
INS: PORE OT AS yo aad Sew ona ss 


Seer Sages 


Table 1.--Jewellery Stores - Operating Results for Stores 


According to 1944 Sales Size and Occupancy Basis, Canada, 1944 (Cont.) 
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Table 2.--Jewellery Stores - Operating Results for Stores Classified 


According to 1941 Sales Size and Occupancy Basis; Canada, 13941 and 1944 
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Table 2.--Jewellery Stores - Operating Results for Stores Classified 
According to 1941 Sales Gize and Occupancy Basis, Canada, 1941 and 1944 (Cont.) 
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PART V - TOBACCO STORES 


Trends by Size of Business, 1944 


Tobacco stores as classified in the 1941 Census of Merchandising 
consist of outlets specializing in the sale of tobacco, tobacco products and 
smokers' sundries. Included also are establishments specializing in the sale. 
of a combination of tobacco, magazines and newspapers with or without the 
addition of other merchandise, but sales of tobacco must exceéd receipts from 
newspapers and magazines. On this basis, about 6? per cent of the total sales 
of tobaceo stores unulyzing their sales by commodity classes in the Census 
comprised cigars, cigarettes and tobaccos. Stationery, books and magazines 
made up another. 9 per cent,.candy and confectionery about 5 per cent, all 
other food products 3 per cent, and miscellaneous merchandise amounted to 16 
per cent of their total trade. 


This survey of operating results is based upon usable returns 

received from 182 co-operating tobacco stores. These 182 returns were first 

lassified by sales volume into five sizes of business for stores with sales 
of less than $10,000, with sales between. $10,000 to $20,000, $20,000 to © 
$30,000, $30,000 to 450, 000 and those with dollar volumes of $50,000 or over 
in 1944. Such eroupings were then divided between stores in owned and in 
rented premises to form ten sales and occupancy classifications. 

At-that point it-was.found. that only. 4 reports for, owned stores , 
were included in the $50,000 to $50,000 and none was available for such out- 
lets in the $50,000 and over sales size. Statistics have therefore been 
presented. inthe table for onl ght of the ten possible groupings and these 
rest upon 17& reports. In the gp fae remaining sizes of owned stores the 
sanples- were quite small and.the results for them should be used with caution. 
Beeause of- that. fact, this. summary wil] deal mainly with the results obtained 
by the five group dct of rented tobacco stores. 


Stock turnover averaged between 10.0 and 16.1 times 


Turning now to the results of the survey preSented in the table-it 
will be noted that average rates of stock turnover for the five sizes of 
rented stores varied between a low of 10.0 and a high of 16.1 times in 1944. 
By size of business the three largest sizes of stores: had lower stock turn-— 
over ratios, than the-two- smallest. ones, In this regard, the averages dropped 
from 16.1 and 12.9 times in the less than (310,000 and the $10,000 to $20,000 
groupings of rented stores to 10.0, 11.3 and 10.2 times in the three larger 
caterories of rented establishments. .This relationship - a rather unusual 
one in retail trade .- could have resulted from differences between the 
inventory and sales compositions of the smaller and the larger tobacco stores. 
Thus a number of the outlets in the two smallest sizes of business may have 
been handling more of the fast-selling and staple lines than was true of the 
larger stores; and hence their inventory requirements in relation to sales 
would be smaller than those of the bigger establishments. 


This tentative suggestion finds at least partial Support in rather 
low inventories per store which the two smallest sizes of rented establishnents 


reported at the end of 1944, In the less than $10,000 and the $10,000 to 
g20,000 sales sizes these stocks averaged $324 and $908 per outlet, from 
which they expanded to $2,155, $2,836 and {5,520 per store in the three larger 
sizes of business. Changes in inventory positions between the beginning and 
end of 1944 were mixed as reference to the total inventory figures shown 

in the table will indicate. In the less than $10,000 sales size total 
ending inventories were down by 6 per cent from opening levels and were 
virtually unchanged in the $10,000 to $20,000 grouping of rented stores. An 
increase of 10 per cent was recorded by the medium-sized stores but in the 
two largest sizes the expansions averaged only 4 and 3 per cent for an over- 
all gain of about 5 per cent over beginning levels. 


Gross profit ratios averaged between 15.2 and 21.0 per cent 
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Gross trading profits represent the difference between total sales 
and the cost of goods sold during the year. Expressed as percentages of 
Sales the gross profit ratios were somewhat lower for the larger sizes of 
rented stores in 1944. In the less than $10,000 sales size the average ‘stood 
at 2l.0 per cent but from there it dropped to 17.6, 15.6 and 15.2 per cent 
in the three larger sizes of business to rise finally to 18.6 per cent for 
rented stores with sales of $50,000 and over. 


Among the operating expenses, employees' salaries and wages ranged 
between averages of 1.9 and 4.3 per cent of sales for the five sizes of rented 
“tobacco stores. By size of business, the ratios exhibited an irrerularly 
rising trend.:: The series started at 2.0 per cent in the smallest, dropped 
slightly to 1.9 per cent in the $10,000 to $20,000 sales size, increased to 
5.0 per centidn the next and then declined and. finally expanded to 2.7 and 
4.5. per cent of sales in the two largest’ sizes of rented ‘stores. These 
irregularities, however, would have ironed themselves out into a consistent 
upward progression if the five sales groupings had been combined into three 
for stores with sales of less than $20,000, $20,000 to $50,000 and of $50,000 
and over, Such an upward trend for unincorporated stores is a natural one 
in retail trade) for as the stores become harger their ‘proprietors: personally 
| account for smaller shares of the expanding activities and hence must rely 
increasingly ‘on paid employees to perform the extra work. 


| Rentals as percentages of sales followed the customary course and 
| were stialler for the larger tobacco outlets in 1944, the averages dropping 
from 5.1 per cent in the less than $10,000 to the low of 2.2 per cent in the 
$30,000 to 450,000 size of store. In stores with sales of $50,000 and over 
the higher ratio of 3.1 per cent was recorded, an increase which may reflect 
the tendency for a greater proportion of these 14 stores to be located in 
the larger urban centres. 


Very little in the way of advertising expenditures was reported 
by the co-operating tobacco stores for 1944. Indeed in the smallest size of 
business the publicity costs when expressed as a percentace of sales 7“ 
less than 0.1 per cent and therefore was too small to show. For each of 
the four remainins sizes of rented stores the averages stood at a nominal 
0.) per ‘cent of total receipts. 
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Depreciation allowances in ratio form were also on the low side 
for the rented establishments ranging, overall between 0.5 and 0.2 per cent 
of sales,and amounting in three of the five sales sizes to 0.4 per cent 
of total receipts. Each of the three groupings of tobacco stores in owned 
premises with averages of 1.3, 1.3 and 0.9 per cent had higher depreciation 
expense ratios than their rented counterparts, a clear reflection of the 
ereater investments of capital they had made in their businesses. 


Other operatine expenses, a residual category, include such 
operating costs as supplies, communication, taxes other than income taxes, 
insurance, light, heat and power, repairs, bad debt losses, interest on 
borrowed money and sundry expenses. Some of these were commonly experienced 
and probably were quite uniformly included, while others may not have been 
encountered so generally nor so consistently included in the totals reported. 
Nevertheless, the ratios for other operating expenses were consistently 
lower for the larger sizes of rented tobacco stores, the averages dropping 
from 3.0 per cent of sales in the smallest to 1.7 per cent in the largest 
size of business. This was probably due to the -proper inclusion of certain 
relatively fixed dollar costs in this expense category which naturally form . 
smaller percentages of large sales volumes than of small ones. 


Total expense ratios between 7.5 and 10.5 per cent 


Total operating expenses for the five groupings of rented tobacco 
stores varied between 7.5 and 10,5 per cent of sales in the year under 
review. by size of business, however, the trend was quite irregular. In 
rented stores with sales of less than $10,000 these expenses averaged 10.5 
per cent of sales, from which the ratio declined to 8.3 per cent in the 
$10,000 to #20,000 store size, increased to 9.1 per cent in the next, then 
receded to 7.5 per cent and finally rose to 9.4 per cent for rented stores 
with sales of $50,000 or over. 


Proprietor's net earnings before income taxes and withdrawals can 
be considered as consisting of two components, one representing a reward for 
his clerical services and the other a return on his invested capital. In 
ratio form, the average net earnings of the five sizes of rented tobacco 
stores ranged between a high of 10.5 and a low of 6.5 per cent of sales in 
1944. By size of business, however, the averages showed a quite irregular 
trend, dropping from 10.5 per cent in the smallest to 9.3 and 6.5 per cent 
in the $10,000 to $20,000 and the $20,000 to $30,000 sales volume groupings, 
and then rising to 7.7 and 9.2 per cent of sales in the two largest sizes 
of stores. This pattern, it may be noted, parallels in considerable degree 
the trend in the gross trading profit ratios which declined from the smallest 
to the $30,000 to #50,000 sales size and then moved up to a sharply higher 
average in the %50,000 and over classification. 


In spite of these irrecularities, however, the dollar averages 
for net earnings per outlet were consistently larger for the bigger rented 
stores. Moving from the smallest to the largest sizes of business, these 
averages rose from $720 per store in the less than 10,000 sales class to 
pl, Sel, 1,606, $2,865 and $6,257 per outlet in the following groupings. 


The sharp increuse between the two largest classifications was due, of 
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Tobacco Stores--Operating Results for Stores Classified 
According to 1944 Sales Size and Occupancy Basis, Canada, 1944 


“AMOUNT OF ANNUAL SALES 
Less than $10,000 $10,000 to $19,999 


Rented Rented 


GENERAL INFORMATION 


1. Number of Stores Reporting ....... 8 24 14 55 

2, Total Sales ......e-ee05 ee athen $53,444 $164,222 |$194,928 $781, 855 

Oo». Average Sales Per Store ...sccerce 6,681 6 , 843 13,923 14,216 
Total Inventory Reported, 

4. Beelnming Dr Year .snsce cn vues ' 3,007 8,300 13,925 49,716 

he BNO TOL) GUr cles. x & ae econ Pree 5, 850 i ytoe 14,563 49,941 

66 AWEPERe LOT! YOOr xe. wna sac eaiele on 3,909 8,041 14,243 49,829 
Average Inventory Per Store, 


ie End of Year e*eoeeoe¢egd oeoc eoew#eeee ® & 89% O OL 324 1,040 908 

8. Cost of Goods 5614. ..i6es'ssveaeeewans 40,350 129,735 155 , 163 644 ,249 

9, Stock Turnover (times per year) Taste AU sysal 10.9 i293 
PROFIT AND LOSS DATA 

(Items Expressed As Percentages of Sales) 


10, Groge Trading Prorit’. ssa. ere 24.5 aS 20.4 17.6 


Operating Expenses: 
fi. Employees' Salaries and Wages .. 
12. Rent -sc0e¥s Pee ONE Te ee ere 
Oe VERTU LCL TIO. ip. tie a elale dca ures are etetene 
14. PDEPTECIOCL ONC co ele easels cs we ate sete 
15. Other Operating Expenses ...... 


16. Total Cperating Expenses ...... 


17. Proprietor's Net Karnings Before 
Income Taxes and Withdrawals 


18. Average Proprietor's Net Earn- 
Seer Oret AUOLE. six ascele «5 4s : 


(a) Less than .05 per cent. 
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Tobacco Stores--Operating Results for Stores Classified 
According to 1944 Sales Size and Occupancy Basis, Canada, 1944 (Cont.) 
ee ean a 


AMOUNT OF ANTUAL SALES 


~ $20,000 to $29,999 $30,000 to $49,999 $50,000 and Over 
Owned Rented _ ___ Owned Rented Owned Rented 
GENERAL INFORMATION 
rar wT: 
9 33 ‘oye 14 Ls 
$223 ,397 $806 ,551 $778, 808 $951,892 2° 
24, 822 24,441 37,086 67 ,992 Oe 
SAMPLE SAMPLE 
9,851 64,404 57.275 Pa7IG TF! 4. 
12,285 71,110 TOO 59,562 TOO 77 276 Se 
11,068" "+; 67 , 737 58,568 759995 Gis 
SMALL SMALL 
1,365 rep hag 2, 836 5 020 ie 
185 , 420 680,729 660,429 774, 840 Shs 
16.8 1050 Liso ’ 10.2 9. 


PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 


17.0 15.6 m with de 18.6 | 10. 
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a/ Less than .05 per cent. 
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PART VY - COAL AND WOOD DISTRIBUTORS 


Trends by Size of Business, 1944 


These firms specialize mainly in handling such fuels as coal, coke, 
fuel oil and wood. Ice, lumber, building materials and supplies may be 
carried as subsidiary lines but their sales must not form more than 50 per cent 
of total dollar volumes. 


Firms classified for this survey as distributors of coal and wood, 
however, generally concentrate to a high degree on the sale of fuels. Indeed 
about 94 per cent of the total sales of such firms analyzing their dollar 
volumes by classes of commodities in the 1941 Census of Merchandising consisted 
of heating fuels. Coal and coke were the principal commodities handled, their 
sales forming 84 per cent of the total. The remaining 10 per cent was made 
up of fuel oil at about 3 per cent and of wood and other fuels at 7 per cent 
of the total trade. The subsidiary lines thus amounting to only 6 per cent 
consisted of building materials at 3 per cent, ice 1 per cent and miscellaneous 
commodities 2 per cent of the sales so analyzed. The percentages just given, 
of course, are overall averages and the sales compositions of individual 
establishments would have varied somewhat from this percentage distribution. 


Operating results affected by wartime conditions 


The fact that coal and coke bulks so heavily in the sales of these 
coal and wood distributors has meant that their operating results were affected 
in considerable degree perhaps by the special wartime conditions prevailing in 
this trade. Coal, of course, was a strategic commodity, the use of which was 
greatly expanded not only by the industrial war effort but by augmented demands 
from increased numbers of consumers in the urban centers. These additional 
needs, moreover, were imposed upon a Canadian supply position normally balanced 
by substantial imports from Great Britain and the United States, both of which 
countries needed enlarged quantities to meet their own requirements. Such 
conditions called for governmental regulations designed to channel the right 
kinds and grades of coal to the essential industrial users, to ensure the 
equitable distribution of the remaining quantities to other consumers, and to 
control prices in the interests of the anti-inflation policies. 


These developments naturally introduced various changes into the 
retail distribution of coal and coke. As the supply-demand position tightened, 
Many Coal dealers probably found themselves with reduced allocations and 
frequently selling different kinds and grades of coal - often at prices and 
mark ups varying from those they realized from their more normal lines of fuel. 
Retail prices, although comparatively well maintained by price controls and 
by the payment of subsidies, rose somewhat during the wartime period, the 
Bureau's retail price indexes for coal in 1944 being about 6 per cent above 
the 1941 average. ith mark ups fixed on a tonnage basis according to dollar 
Spreads realized in the basic period from September 15 to October 11, 1941, 
this meant that the dealers' gross trading profits as percentages of sales 
changed to some extent with changes in the kinds of coal which were carried. 
These rates of profit, moreover, tended to be reduced to some extent because 
the fixed doklur mark ups were expressed in fact as percentages of slightly 
higher selling prices. 
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The retail fuel dealers included in this sample may have varied in 
respect to services provided and the physical facilities they employed. Some of 
the distributors, of course, may have carried a number of kinds and grades of 
coal in stock while others may have specialized in stocking and handling 
particular types. At the other end of the scale, there were probably a number 
of what might be termed "truckers" who were included in the sample. Such 
dealers usually solicit orders from and make deliveries to customers from rail- 
way sidings or from wholesalers’ yards, practically no stocks therefore being 
carried. Operating in this manner, the principal fixed assets of these distri- 
butors would consist of motor trucks, their requirements for coal yards and 
other physical facilities being greatly reduced by the very nature of their 
activities. The proportions of the different types of retail dealers, moreover, 
would also vary between different cities and sections of the country depending 
upon nearness to producing areas or to large wholesalers, the size and type of 
markets being served, and upon other factors prevailing in the pre-war period. 


The effects of such developments and variat ons upon the national averages 
shown in the two tables obviously cannot be determined. Average rates of stock 
turnover, changes in inventories from beginning to end-of-year levels and 
average year-end stocks per establishment were probably influenced in some of 
the groupings not only by the inclusion of firms which customarily did not 
carry stocks but also by war-caused variations in distributors' inventory 
positions. The gross profit percentages, while being influenced by changes in 
the realized dollar mark ups which resulted from shifts in the Kinds and grades 
of coal carried, were also probably affected in some degree at least by the 
inclusion of firms which, providing more limited services than others, were 
obtaining relatively lower rates of mark up. The expense percentages like- 
wise would be affected by variations in services rendered and in equipment 
and fixed assets maintained. The effects of all of these factors, moreover, 
could have been all the more pronounced because of the comparatively 
restricted numbers of individual reports upon which the averages were based. 
Here it would be quite possible for a number of reports reflecting certain 
erratic conditions to congregate in particular classifications and thus throw 
the resulting averages rather widely out of line. The statistics appearing in 
the tables should therefore be treated with caution and be regarded more as 
rough indicators than as accurate national measures of operating experiences. 


Turning now to the results of the recent survey, a total of 150 
unincorporated coal and wood distributors returned usable reports on their 
operating experiences in 1944. These were first sorted into five sizes of 
business for establishments having sales of less than $10,000, between $10,000 
and $20,000, $20,000 and $30,000, $30,000 and $50,000, and those with sales 
of $50,000 and over. Each of these was then broken down between businesses 
in owned and in rented premises to form ten sales and occupancy classifications. 
Only 3 reports, however, were received from rented establishments with sales 
of less than $10,000 in 1944. Averages are therefore presented in Table 1 for 
only nine of the ten categories of coal and wood distributors. In these the 
samples are also quite small for in seven of the nine categories the number 
of reports ranged between 7 and 19. 


Referring to the statistics presented in Table l, the Dine  averdees 
for rates of stock turnover, which is computed by dividing the cost of goods 
sold by the average of beginning and ending inventories at cost levels, 
varied between a low of 11.0 and a high of 30.6 times in 1944. The latter 
ratio for 14 owned establishments with sales of less than 10,000, however, 
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appears quite out of line, for in the other eight groupings the stock turn- 
over averaged between 11.0 and 19.6 times in the year. The results show 

no definite tendency to vary either directly or inversely with the size 

of business, Apparently the cffects of restricted supplies resulting 
frequently in hand to mouth buying by the retail trades were sufficiently 
creat to overshadow the usual effect of annual volume of business upon stock 
turnover. rate. 


Avera:e inventories ver establishment at the end of 1944 varied 
directly with size and were therefore much higher for the larger coal and 
wood.distributors. The smallest average ending inventory figire amounting 
to. 2149 ver establishment was recorded by the 14 dealers in owned: premises 
with individual sales of less than $10,000. Ending inventories~ averaged 
4819 and $676 per unit for owned and rented establishments with sales between 
$10,000 and 220,000, $2,038 and 51,297 in the #20,00C to $50,000, and $2,594 and 
61,885 in the $30,000 to $50,000 groupingsand stood at the considerably 
higher levels of $4,813 and 44,571 per establishment for those with annual 
receipts of {50,000 or over. Total inventories were valued somewhat higher 
at the end of the period than at the beginning, the azgregate figures for 
all owned and rented establishments indicating an increase of about 18 per cent. 
Here it should be noted that 132 out of the 150 firms reported for the 1944 
calendar year while the others gave March Jl, 1945 or later as the end of 
their fiscal. periods. 


Gross profits. averaged between 15.0 and 26.6 per cent of sales 


Gross trading profits for the nine sales and occupancy classes of 
coal and wood dealers varied between 15.5 and 26.8 per cent of sales in 1944 
and for the seven intervening groupings between the much narrower range of 
18.1 and 25.5 per cent. according to amount of sales tiade the ratios showed 
no conclusive tendencies to vary either directly or inversely with size of 
business. For owned establishments the averages increased from 15.5 per cent 
in, the,smallest to 25.0 per cent in the $10,000 to $20,000 sales size and 
then. dropped to 21.7, 18.1 and 18,5 per cent in the three larger sizes of 
establishments. ‘= high point for dealers in rented premises occurred in 
the $10,000 to {20,000 grouping where a ratio of 26.8 per cent was recorded, 
but the three larger sizes had the lower averages of 22.5, 25.5 and 25.0 per 
cent of sales, respectively. 


Among the individual operating expenses, employees' salaries and 
wages for both owned and rented establishments were generally higher as per- 
centages of sales for the larger sizes of business. For distributors in 
owned premises, the upward progression started with the unusually low figure 
of 1.5 per cent in.the less than $10,000 size and then moved steadily upward 
to 4.6, 6.0, 6.5 and 6.9 per cent of dollar volumes in the four larger sales 
sizes. The four payroll ratios for rented establishments, on the other hand, 
divided themselves into two categories, the averages for. those with sales 
between 10,000 to £0,000 and from $20,000 to $30,000 centering around 7.3 
or 7.4 per cent and for those with volumes ranging from 930,000 to $50,000 
and $50,000 or over concentratins zround 10.3 per cent. This trend was due 
principally to the fact that the proprietors of the larger establishments 
personally acceunted for smaller shares of the enlarged activitics and hence 
had to rely to a grcater extent on the services of paid employees than was 
true of t.he smaller businesses. 
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Rental expenses in ratio form for the four groupings of establishments 


in leased. premises generally adhered to the usual pattern and were smaller 
for the larger distributors. The highest average of 1.7 per cent of sales 
was therefore recorded by dealers with sales between $310,000 and 420,000, 
from which point the ratios declined to 0.8, 1.1 and 0.5 per cent of sales 
in the three larger sizes of outlets. 


Advertising expenses as percentages of sales were low in all of 
the nine sales and occupancy groupings of establishments. Indeed, the lowest 
average amounting to something less than 0.1 per cent of sales was too small 
to appear in Table 1. Im four others it formed 0.1 per cent, in two 0.2 per 
cent and in the two. remaining amounted to 0.3 per cent of sales in 1944, 


Depreciation allowances expressed in terms of ratios were somewhat 
higher, ranging for the nine classes of establishments between 0.7 and 1.8 
per cent of sales. The low of 0.7 was rather unusual in that it was recorded 
by the smallest size of owned establishments. | The HhYeh or Los percent for 
distributors in owned premises occurred in the $10,000 to #20,000 size from 
which the ratios dropped to the lower level of 1.1, 0.9 and 1.1 per cent of 
sales in the three larger sales sizes. The four ratios for rented 
establishments, however, were represented by two averages with a figure of 
1.4 or 1.5 per cent standing for the two smallest and an average of 1.0 per 
cent for the two largest sizes of business. In comparison with their rented 
counterparts the depreciation percentages are usually higher for the owned 
establishments. This relationship prevailed, however, in only two of the 
four groupings of coal and wood dealers for which comparisons were possible, 
the reverse being true in the other two sizes of business. 


Other operating expenses, a residual category, included such ‘items 
as heat, light, power and water, all taxes other than income 'taxes, insurance, 
repairs and maintenance, interest on borrowed money, operating supplies, 
travelling and other communication costs, and sundry expenses. Some of 
these were common to all dealers and were included quite consistently in 
the figures reported; others, depending on individual circumstances, may not 
have been so widely experienced and so generally included. Probably. due to 
this reason the percentage averages for other operating expenses were quite 
irregular in their trends by size of business. For owned establishments 
the series began with the rather low ratio of 5.0 per cent in the smallest 
size of business and rose to 6.5 and 9.6 per cent of sales in the $10,000 
to $20,000 and the $20,000 to $30,000 sizes before receding to 6.6 and 5.8 
Pema CLG. pa the two largest sales groupings. For rent ed outlets, however, 
the ratios dropped from 9.7 per cent in the 410,000 to $20,000 size to 7.6 
per cent in the next and then rose slightly to 7.9 per cent in each of the 
two largest sizes of business. 
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Consolidating the various expense items just described, total 
operating expenses ranced between 7.5 and 20.6 per cent of sales in 1944. The 
lowest ratio of 7.3 per cent which represented the 14 owned establishments 
with sales of less than $10,000 was due mainly to the strikingly low payroll 
ratio which amounted to 1.5 per cent. Omitting this percentage from the 
comparisons, the eight remaining averages standing for owned and Sores . 
establishments with sales of (10,000 or over varied between 15.0 and 20.6 per 
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cent of sales. Among these, the total expense percentages tended more to 
stabilize than to vary either directly or inversely with size of business, 
the upward progressions in the payroll percentages being largely offset by 
declines in the ratios for depreciation and other operating expenses. Thus 
for owned outlets the averages rose from 13.0 per ecnt in the 410,900 to 
$20,000 to 16.9 per cent in the next and then returnee to 15.9 and 14,0 
per cent in the two largest sizes. For rentes establishments the series 
began at 20.5 per cent in the $10,000 to $20,000 grouping, dropped to 17.4 
in the next, and at 20.6 and 19.8 per cent of sales in the two largest 
sizes of business approximated closely the average for dealers with sales 
between 410,000 and $20,000. 


Proprietor's net carnings varied between 4.2 and 12.0 per cent of sales 


Proprietor's net earnings as used here really comprise two 
components, one consisting of a reward for his personal services, the other 
of a return on his capital investment in the business. These averages 
ranged between outside limits of 4.2 and 12.0 per cent of sales for the nine 
sales and occupancy classes of establishments shown in Table 1. Both 
owned and rented establishments in the $10,000 to $20,000 sales size had 
the highest net earnings ratios with averages amounting to 12.0 and 6.35 per 
cent. In the three larger sizes of business, however, net earnings were 
closely grouped around considerably lower percentage figures, the ratios 
for such dealers in owned premises amounting to 5.0, 4.2 and 4.5 per cent 
and for those in rented premises to 4.9, 4.9 and 5.2 per cent of sales. 


Actual dollar figures for net earnings per business were 
naturakly higher for the larger establishments. Such earnings for businesses 
in owned premises ranged from $438 per outlet in the less than $10,000 
sales size to $3,786 per unit for dealers with sales of $50,000 and over. 
Average net earnings for dealers in rented premises varied from $925 per 
unitfor firms with sales between $10,000 and $20,000 to $4,992 per 
establishment for those having sales in 1944 of $50,000 and over. 


Operating Results of Continuing Establishments in 1941 and 1944 Compared 


Of the 150 coal and wood distributors reporting their operating 
results for 1944, only 92 were able to provide similur information for 1941. 
In view of the more limited number of firms reporting for the earlier period 
in was necessary to reduce the number of size categories for which statistics 
are given from the five shown in Table 1 to the three enlarged ones which 
appear in Table 2. The 92 reports were then classified by size of business 
for the second table according to their sales in 1941 entirely independent 
of their dollar volumes in the later year. This method enables the trends 
in the operating results for identical ergupings of establishments to be 
examined over the four-year period. Such trends, however, are not 
necessarily representative either in direction or amount with what the entire 
trade may have experienced, for the possibilities of variation were con- 


Siderable and only relatively small numbers of reports were available for 
such purposes, 


The first aspect of the results of coal and wood dealers which 
can be compared is that of sales trends. Included in the 92 distributors 
reporting for both years were 16 establishments in owned premises which had 
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sales in 1941 of less than $20,000. The sales of these averaged 22 per 
cent above the amount of business they transacted in 1941. There were also 
1? firms in owned properties having 1941 sales between $20,000 and $50,000 
and 19 distributors with volumes of $50,000 and over whose sales in the 
later period were up by 18 and 17 per cent, respectively, making an average 
for the 52 firms of about 18 per cent. The sample for establishments in 
rented premises was somewhat smaller but the 9 dealers in the smallest 

size of business experienced an increase of 56 per cent, the 19 in the 
intermediate grouping a gain of 52 per cent, and the 12 in the largest 
sales size an expansion of 38 per cent. In summary, the 40 establishments 
in rented premises recorded an average expansion of 44 per cent which when 
combined with the 52 firms in owned premises resulted in an overall gain 

of about 30 per cent for the 92 concerns which continued in business during 
the entire period. 


otock turnover averages all higher in 1944 


In the light of these gains in sales it.is not surprising to find 
the average rates of inventory turnover considerably higher in the later 
year. The extent of the increases which occurred in the stock turnover 
averages is indicated by the fact that while the ratios for the six sales 
and occupancy: classes of establishments varied between &.5 and 15.5 times 
in 1941 they were contained between the higher outside limits of 10.4 and 
19.6 times in 1944. 


reductions in inventory levels between the end of 1941 and the 
close of 1944 also contributed to the upward movement in rates of stock 
turnover, for the total inventories for all reporting distributors in 1944 
averaged 12 per cent lower than at the end of the later period. By size of 
business, however, the recessions were quite irregular. Average ending 
inventories per establishment, it may be noted, ranged for the six sales 
and occupancy groupings of distributors between $572 and $6,688 in 1941 
and between $712 and $4,792 in 1944. 


Average gross profit percentages varied irregularly 
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Average rates of gross trading profits for the six classes of coal 
and wood dealers varied in 1941 between 17.6 and 26.1 per cent of sales and 
between 17.3 and 27.9 per cent in the more recent year. Little in the way 
of a trend in the ratios was evident, however, when exact comparisons were 
made. In two instances, that of ovmed establishments with sales of less 
than $20,000 and of rented ones with dollar volumes between 20,000 and 
$50,000, the ratios moved upward from 20.9 to 235.9 per cent and for the 
latter from 25.7 to 87.9 per cent. eclines were recorded by two others, 
the averages for owned outlets with sales between 20,000 and $50,000 
dropping from 20.0 to 19.4 per cent and for rented ones with sales of 
#50,000 or over from 26.1 to 21.7 per cent of sales, while in the two 
remaining classifications the ratios remained virtually unchanged. 
Differences inthe kinds and grades of coal carried and in the manner of 
accounting for subsidies received may be at least partially responsible 
for the quite erratic variations which have been noted. 


Among the operating expense ratios, the trends in the payroll 
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ratios were also mixed. Expressed as percentages of sales, employees! 
galarics und wages were higher for 1944 in three of the six classes of 
establishments by amounts ‘ranging between 1.1 and 1.9 percentage points. 
Comparative stability featured the three other groupings where the declines 
ran between 0.2 and 0.5 percentage points. These changes indicate that 
average salary and wage payments per distributor were higher in each of 

the six groupings in 1944, a natural reflection of the substantially 

lareer volumes of sales the dealers were then making. Overall the payroll 
ratios varied between 5.8 and 10,1 per cent of sales in 1941 and between 
5.3 and 12.0 per cent in the later period. 


Rentals, however, were lower as percentages of totaI sales in 1944, 
In the earlier year the averages for the three sizes of business stood 
at 1.6, 1.0 and 0.6 per cent of total dollar volumes against corresponding 
ratios of 1.0, 0.7 and 0.4 per cent in the more recent period. Advertising 
expenses in percentage form remained low and were quite stable in both 
years. For 1941 these costs varied between 0.1 and 0.4 per cent of sales 
and for 1944 between 0.1 and 0.3 per cent. 


A high degree of stability also featured the average percentages 
for depreciation ullowances. In two of the six groupings the ratios were 
unchanged, in two others they were up slightly while minor declines took 
place in the remaining classifications. Overall the six averages varied 
between 0.8 and 1.4 per cent of sales in 1941 and between 0.8 and 1.6 per 
cent in 1944. These changes, however, were not sufficient to offset the 
effects of the substantial increases in sales volume and hence the dollar 
allocations for depreciation expense were considerably larger in the more 
recent period. 


Other operating exnenses ranged between averages of 5.8 and 9.6 
per cent of sales in 1941 and from 5.6 to 3.1 per cent in 1944. When 
examined in detail certain irregularities in trend are apparent. In two 
of the groupings, that of owned establishments with sales of less than 
920,000 and of businesses in rented premises with sales between $20,000 
and “350,000, the ratios moved upward by 0.7 and 1.1 percentage points 
against decreases in the other four which varied between 0.2 and 1.3 
percentage points. 


Total expense ratios were also irregular in trend 


The mixed trends between 1941 and 1944 which have just been noted 
especially in the payroll and other expense percentages naturally tended 
to be reflected in the total operating expense ratios, for these two costs 
far outweighed the other three in importance. In summary, the six averages 
for total expenses varied between 13.0 and 20.7 per cent of sales in 1941 
and between 12.2 and 25.1 per cent in the more recent period. 


Proprietor's net earnings for the six groupings ranged from 4.3 
to 7.6 per cent of sales in 1941 and from 3.0 to 9.9 per cent in 1944. 
Two categories recorded increases, three showed appreciable declines 
while the ratio for the sixth remained practically unchanged between the 
two years. 
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7 sigaed In dollar figures, average net earnings per establishment were 
higher in four of the six sales and occupancy groupings of coal and wood 
dealers i cin 1944 but were moderately lower in the other two. 9. These ® 
oe averages varied between lows and highs of $756 and 36,398 in 1941 and 
between %1,099 and $6,155 in the more recent period. 
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Table 1.--Coal and Wood Distributors - Operating Results for Stores 
Classified According to 1944 Sales Size and Occupancy Basis, Canada, 1944 


Number of Stores Reporting .ccesec 
POGA oe LOO cele si eiele's state orn Inne Any Coe 
Average Sales Per Store ....-- 
Total Inventory Reported, 
Beginning of Year wececeses mieeiale 
Pritt “GL ROG esc os cle becca mis coe 
Average for Year stole sore rstereie 
Average Inventory Per Store, 
PMG GOL NGA tele «oa etcreteletares ejoierecnte 
COStrOf GoOGdS SOld cakes. « avensreier ere 
Stock Turnover (times per year) .. 


OS OG S 


eseoo000 


GVOe sae Pee VOT Le slo eccretols, «:srele-« 3 


Operating Expenses: 
Employees' Salaries and Wages .. 
PORE: nga v Pas be ke tn dea ea eek Sieretels 
ROV OIG UST eee eine) s ce aw ehe 
Depreciation weacen es 
Other Operating Expenses ....... 


eoeerev 000200 


Total Operating Expenses ...cccoee 


Proprietor's Net Earnings Before 
Income Taxes and Withdrawals ... 


Average Proprietor's Net Earn- 
ines Per Stere si. .s.% 


oewevroee oe 


AMOUNT OF ANNUAL SALES 


Less than $10,000 $10,000 to 


Owned 


$19,999 
Rented 


GENERAL INFORMATION 


15 15 
4227 379 $221,130 
15,159 14,742 
10,846 6 , 387 
12,287 10,140 
11,566 8,264 
819 676 
170,534 161,867 
14.7 19.6 


PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 


29.0 26.8 


6.35 


eebi - 


Table 1,.-=Coal and jjood Distributors = - Operating Results for Stores. 
Classified According to 1944 Sales Size and ( Occupancy Basis, Canada, 1944 
(Cont. ) 


AMOUNT OF 


ae 


7 $20,000 to § $49,999 $50,000 and Ower 
Owned ge ‘Rented __ Owned _ hkented 
GENERAL INFORMATION 
7 T2 ' Lg a5) | 28 | rae ‘ys 
$175,282 $312,682 4937 364 | $607,966 | $2 359,433 4 $2,098,343 2. 
25,040 | 26,057 58, 809 40,531 84,265 95, O79 De 
10,626 13,920 | 40,578 28,069 | oe Se 103, 839 4. 
14,267 15,561 | 45,491 28.276 | 34,760 100,566 5. 
12,447 14,741 43,035 28,173 aes 795 102 ,203 6. 
4 
2,038 1,297 2,394 1,885 4,813 4,571 7. 
137,246 242,954 603,164 452,327 | 2,026,753 | 1,573,757 8, 
a0,0 16.5 14,0 2651 17.8 1xho. toleec@- 
PROFIT AND LOSS DATA 
fe (Items Expressed As Percentages of Sales) 

rae Ned Bei asa Boao Mis aty 201.0) LOG 
| HN. 
eee 
alloy 
iy 14. 
| ae 
ali 1Bs 
Lil. 
$1,264 | $1,202 | 18, 


a A EN 


_{a).Less.than .05 per cent. 
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Table 2.--Coal and Wood Distributors - Operating Results for Stores Classified 
According to 1941 Sales Size and Occupancy Basis, Canada, 941 and 1944 


AMOUNT OF ANNUAL SALES 
Less than $20,000 


Item 
GENERAL INFORMATION 
e 
1. Number of Stores Reporting .oeccoe | 16 9 16 i] 
Bee WOCEL DELO rcceme,s-2 50 ole evecare Ms saa $167 ,123 $95,525 }$204,100 $149,104 
3. Average Sales Per Store cocecseses 10,445 10,614 12, 756 16,567 
Total Inventory Reported, 
4, Bop inniIMwWSL Year Ate SoG we ewwles 12,445 3,981 9,225 — O10 
<e RAG: OL YOarins.. ais scivivwnlowan << a 14,913 yy LOL 115,595 8,478 
bi Average for Year ecooeo oo ec Oe 8 oOo 6 OD 13,679 4,566 10,310 6,745 
Average Inventory Per Store, 
1a End of Year @oogooeooeovcee#d @ oe@oeo dog 932 ay fr 712 942 
S.Cbstior Goode Sola |. cis swiss sess afar 132 ,194 71,071 153,320 111,381 
9. Stock Turnover (times per year) .. 9.7 1500 14.9 Load 
PROFIT AND LOSS DATA 
Items Expressed As Percentages of Sales) 
10, Gross Trading Profit ayeinistatone atoteieora 


Operating Expenses: 
ll. Employees Salaries and Wages .. 
12. IGUG) sis. aeeteros eee & a 05g) sbal ove ¥aeieuk: & 6 + 
Loe DOO G VEINS. po ous adhe brevets! pie 
14. DEPPSCTaeLON” ss 00 oe owes 6 « 
15. Other Operating Expenses ..... oa 


16. Total Operating Expenses ... 


oer ooo o 


17. Proprietor's Net FKarnings Before 
Income Taxes and Withdrawals 


e700 


18. Average Proprietor's Net Earn-= 
SN SS4 POT SOU 6 cae’ eevee 


eoeooeeoe0 
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Table 2.--Coal and jJood Distributors - Operating Results for Stores Classified 
according to 1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 
a a 


(Cont. ) 


AMOUNT OF ANNUAL SALES 
$20,000 = #49,999 $50,000 and Over 
Peo oi 1944 
Owned Owned] Rented [| owned | Rented 


GENERAL INFORMATION 


aie)? 19 17 19 19} 18 | 19 eS ea 
$567 ,227 | $657,703 | $669,699 | $999,018 1$1,433,070 | $1,006,306 [$1,678,228 |$1,388,057] 2. 
33,366 | 34,616 | 39,394] 52,580 75,425 83, 859 88,328} 115,671] 3. 
50,465 | 37,438] 45,295 47,190 93,660 45,793 65,097 57,804] 4. 
55,898 | 51,066 58,088} 46,456 127,081 51,624 91,057 53,058] 5. 
53,182 44,252 51,692 46 , 823 110,372 48,709 78,077 55,428] 6. 
3,288 2,688 3,417 2,445 6, 688 4,302 4,792 4,421 7s 
453,782 | 488,673 | 539,777 | 720,292] 1,180,850 743,660| 1,386,216] 1,086,849| 8. 


8.5 11.0 10.4 15.4 LOR 15.3 | NS: 19.56 9. 


PROFIT AND LOSS DATA 
(Items Expressed As Percentages of Sales) 
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SUMMARY - Restaurants; restaurants with merchandise; coal and wood 
distributors; drug stores without fountain; drug stores with 
fountain; jewellery stores; tobacco stores ccccoceccoeccecccs 

Tables 1 to 7 = Summary of Operating Results by Type of Store ... 


GENERAL DISCUSSION AND TABLES 
Restaurants (with little or no merchandise) 


Pr COS BOV EE te rOL MOUS UNOSS sc ois + cine sews wie 46 0s 0 se vee 4 0 ieee 
Table 8. ~- Operating Results by Size of Business, Canada, 1945 ..... 


Restaurants (with merchandise 


Trends by size of business ©Coooec oo f0o9 727TH KB KCKHGH TH 0009 OF GF HGKHH8 KTH 00900 
Table 9. - Operating Results by Size of Business, Canada, 1945 ...c. 
Coal and Wood Distributors 
Trends by size of business; comparison with previous years; 


comparison between unincorporated and incorporated distributors .... 


Chart 1. - Comparison of Operating Results with Previous Years ..... 

Table 10.- Operating Results by Size of Business, Canada, 1945 o.oo. 

Table 11.- Operating Results of Unincorporated and Incorporated 
Distributors Compared, Canada, 1945 cocccccerrcesccvcvece 


Drug Stores Without Fountain 


Trends by size of business; comparison between unincorporated 
and incorporated stores CCOKZFF00CCOCOKD FDC FCOL0GCHOCTKHF0O09000000 90 F090906000099 


Table 12.- Operating Results by Size of Business, Canada, 1945 2.0. 
Table 15.- Operating Results of Unincorporated and Incorporated 
Stores Compared, Canad&, 1945 .occeccocecrcccerccvvs00c0e 


Drug, Stores With Fountain 
Trends by size of business Coeootartnvncoeeeoeos coe eo0onon e027 0d0geoaoe 0000 
Table 14.- Operating Results by Size of Business, Canada, 1945 ..co- 
Jewellery Stores 


Trends by size of business; comparison with previous years ooo-s 


Chart 2. - Comparison of Operating Results With Previous Years «soc. 
Table 15.- Operating Results by Size of Business, Canada, 1945 .ooce 


Tobacco Stores 
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Table 16.- Operating Results by Size of Business, Canada, 1945 »oo.> 
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DEFINITIONS 


NET SALES represent the real volume of business done. Allowances and dis~ 

Pains counts granted to customers and value of goods returned by customers 
are deducted from gross sales, but sales of meals or lunches provided 
employees and any goods withdrawn by the proprietor for personal use 


are included. 


GROSS TRADING PROFIT OR MARGIN is the difference between the cost oO! mer- 
chandise sold and the selling price. The cost of merchandise sold 


is calculated by adding the beginning inventory to net purchases and 
deducting ending inventory. , 


OPERATING EXPENSES are the amounts paid out for any and all expenses in- 
curred in operating a business, except the cost of merchandise. They 


include: 


Salaries and wages paid to employees before deduction of income 
taxes or unemployment insurance. Proprietors’ salaries or 
withdrawals are not included. 


Advertising 


Store supplies used in the business during the year such as; 
wrapping paper, office supplies, gasoline and oil for 
delivery trucks. 


Loss on bad debts in the year - amount written off less bad debts 
recovered. 


Taxes and insurance = business, property and water taxes, licenges 
including truck licences, insurance premiums carried for the 
protection of the business. Income taxes are not included. 


Rentals ~- for premises used only in the business. 


Heat, light and power used in the year. 


Repairs and maintenance - incurred for the purpose of keeping 
fixed store assets in efficient operation, including 
delivery equipment. 


Depreciation = allowances to cover decreases in the value of 
fixed store assets including delivery equipment. 


All other expenses ~ telephone, telegraph, postage, bank charges, 
legal, collection and auditing fees, etc. . 


NET FROFIT is the difference between gross margin and total expenses, and 
includes proprietors® salaries and withdrawals. 


STOCK TURNOVER is the number of times in a year that the merchandise is sold 
and replaced. The average of the beginning and year ending invento- 
ries is divided into the cost of merchandise. 


CUSTOMERS’ ACCOUNTS OUTSTANDING are all accounts receivable on the books at 
the end of the year. 
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DOMINICN BUREAU OF STATISTICS 


Dominion Statistician: Herbert Marshall 
Director, Division of Census of Industry and Merchandising; W. H. Losee 


Acting Chief, Merchandising and Services Statistics: C. He. McDonald 


Series, 1945 16 - 7080 
NOb eL5 
OPERATING RESULTS OF MISCELLANEOUS KINDS OF RETAIL TRADE, 1945 
Introduction 


This report is one of a series reviewing average operating results 
for 1945, and covers the following kinds of business: restaurants with 
little or no merchandise; restaurants with merchandise; coal and wood dis- 
tributors; drug stores without fountain; drug stores with fountain; jewellery 
stores; tobacco stores. In 1944 a similar survey was carried out for a dual 
purpose; to provide an estimate of the contribution made to the national in- 
come by unincorporated retail stores, and to provide reliable statistics on 
Operating costs in retail trade. The average results presented in this re- 
port were obtained from stores whose individual profits and expenses vary 
considerably. Therefore, if the results of an individual store do not coin- 
cide with the averages, it does not follow that the store is being operated 


inefficiently. 


The tables, however, may assist the merchant in deciding where 
economies may be most effective and may indicate the need for additional ex- 
penditures in other phases of business operation to meet changing conditions. 
Repairs or replacements of fixed assets and equipment, not available during 
war years, may now become a necessity. The resuming of pre-war services such 
as deliveries and credit, may be necessary to keep up sales volume in face 
of otherwise declining sales. With the possibility of more competition, 
unstable prices and greater expense outlay, these basic operating ratios may 
be of use in planning for changed conditions in the retail field. 


The ultimate objective of business is to realize a net profit on 
Operations. This might be the first item of comparison an individual owner 
makes with his own results. If his net profit is greater than the average 
shown for his particular business in this report, he may gain further by 
item-by-item comparison of his operating costs with those in the tables. 

If his net profit is smaller than average, a careful check should be made on 
his different expense items, using the averages shown as 4 guide in deter- 
mining which items require investigation. In this way improvement in gross 
margin or a lessening of expenses may be accomplished to result in 4 greater 
net profit. . 


The prospective new entrant may find much information useful in 
planning his inventory outlay, expected rate of stock turnover, and various 
expenses such as salaries, advertising, rentals and SO On. 


Definitions of the terms used in this report and the components of 
the different expense items are given on page &. When making comparison 
with other results, allowance should be made for any difference in defini- 
tions. When making comparisons of present day results with this report, 
allowance should also be made for any economic changes which have occurred 
Since 1945. Chain stores were not included in this survey. 
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SUMMARY 


Some of the significant features in the 1945 operations of the 
retail stores contained in this bulletin are noted below. 


Restaurants (with little or no merchandise sales) 


l. The average unincorporated restaurant operated on 4 gross margin 
of 36.8 per cent of net receipts. As would be expected, a high 
ratio of employees’ salaries characterized these establishments 
(17.1 per cent). Total expenses amounted to £8.é per cent of 
receipts. Before proprietors‘ salaries and income taxes were 
deducted, net profit was reported as 8.6 per cent. (See table 1). 


<. Though gross margin ratios were irregular over the different size 
ranges, net profit ratios decreased consistently as business 
volume expanded. Reflecting a considerable incline in trend of 
salaries, total expenses were greater in the larger establishments. 
(See table &, page 12). 


3. Rented businesses reported wider gross margins than did owned 
restaurants. The higher expenses of rented businesses, parti- 
cularly salaries, offset the marginal advantage, to result in 
net profits smaller than in owned establishments in one size 
class ($10,000-$19,999) and only slightly greater net profits 
in the other groups shown ($£0,000-$49,999 and $50,000-$99,999). 
(See table 8, page 12). 


Table 1. = Operating Results of Regtaurants (with little 
or no merchandise sales), 1945 
_.__.__ (445 restaurants reporting 
Average Percentage 
Item dollar of net 
figures 


$ 


Average net sales ASAE TOC 45,956 
Groge. treading profit «4.2m. 16 5930 
Operating expenses; 
Employees's salaries ...... 7,878 
PON OVULRI NS an bas o5 enna aiets ; 96 
BCGES BUDULIOS asi ewan saws 495 
BOM WEDGE ain wisn aon Gane ees 4 
Occupancy expensSeS .2.-.c0.s 5,581 
All other expenses ........ ies ely, 
Total operating expenses .... 12,961 
Net profits before deduction 
of proprietors' salaries 
ANG SNCS COX 966k a0 kn wiles 5,969 


(a) Less than 0.05 per cent. 


> ey 
Restaurants With Merchandise 


1. In 1945, the average restaurant with merchandise sales between 
20 and 50 per cent of total sales, operated on a margin of 
51.0 per cent of total net sales. While the sale of merchandise 
caused this to be lower than the gross margin of restaurants 
with little or no merchandise, the ratio of salaries paid to 
employees was also smaller so that net profits were 9.3 per 
cent of sales. Merchandise sales formed 36.0 per cent of total 
receipts. (See table é.) 


z. Net profit ratios in rented establishments decreased with expand- 
ing volume of business. Owned businesses were fewer in number 
and are shown for two size classes ondy on which no trend can 
be based. Gross profits were more irregular in trend. Total 
expenses, reflecting increased labour cost in the larger res- 
taurants, showed a ratio to net sales increasing with volume 
of business. 


The proportion of merchandise sold decreased with sales 
volume. (See table 9, page 14). 


Table 2. - Operating Results of Restaurants With Merchandise, 1945 
(196 restaurants reporting) 


Average Percentage 
dollar of net 
figures 


ViCrace net SACS sce clcis oc cs o 
Gross trading profit ..cccocooe 
Operating expenses; 
Employees! salarieS ....ce. 
Advertising .scoccccersseve 


Store SupplieS ..-.ssccercse 
Bad debts @eorcoaosve0e700086890°00 0 


Occupancy expeNnSeS oecccece 

All other expenses ......0-8 

Total operating expenses .... 

Net profits before deduction 
of proprietors’ salaries 

and income tax ooccccccccce 

Average merchandise sales «oo. 


(a) Less than 0.05 per cent. 


ao a 


Coal and Wood Distributors 


1. In 1945, the average unincorporated coal and wood dealer operated 
on &@ gross margin of £0.1 per cent of net sales as compared to 
the 1944 margin of £0.7 per cent. While salaries remained un~ 
changed, other expenses decreased in ratio during 1945 with the 
result that a net profit slightly ereater than that in 1944 was 
realizeu; 1945, 5.0 per cent and 1944, 4.8 per cent. (See table 3.) 


&- Incorporatea firms, operating on 4& gross margin of £C.4 per cent, 
obtained only a slightly wider margin than unincorporated dealers. 
With salaries paid to firm members included in expenses, these 
firms realized a net profit of 1.9 per cent before income tax 
deductions. (See table 3.) 


5. While net profit ratios to total net sales decreased consistently 
with expanding sales volume, gross profit ratios were irregular 
in trend. The ratio of salary expense generally increased with 
volume of sales while rent expense decreased proportionately. 


Inventories were lower at the end of the year than at the 
beginning. The rate of stock turnover was irregular over the . 
five size ranges but averaged 18.9 times per year. (See table 10, 
page 17). 


Table 5. - Operating Results of Coal and Woou Distributors 


(with 1944 percentages for comparison) 


Percentage ot’ 
net sales 


Average net saleS ...secsces 
Gross trading profit «.vecedess 
Operating expenses: 
Employees’ salaries ....... 
PAV SOGL BI UR. A x ic'csin 4 a eS coke 
SLOPE -BUDPLIGS: as6 00a sp ke we 
PURGE lakets (a hinak aaa shamed 
Occupancy expenSeS ....0.0¢ 
All other expenses ...ccees 
Total operating expenses .... 
Net profits before deduction 
of proprietors’ salaries 
and income tax ..ceccoe; 


OnWdWoroo 
a a oe le eee: 
OnmrhrrNA@ 


° 
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° 
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Drug Stores Without Soda Fountain 


1. In 1945, the average unincorporated drug store, not operating a 
soda fountain, operatea on & gross margin of £7. per cent of 
net sales. Expenses fornea 14.0 per cent of net sales with 
salaries accounting for exactly half at 7.0 per cent. This 
left an average net prolit ratio of 145.2 per cent before de- 
duction of proprietors' salaries and income taxes. (See table 4.) 


Z. Incorporated firms obtained wider margins on the average than did 
unincorporated stores. From an average gross profit of 33.9 per 
cent they paid expenses to the extent of £3.5 per cent of net 
sales. This expense ratio included salaries paid to all firm 
members. Incorporated stores realized a net profit, before in- 
come tax deductions, of 10.4 per cent. (See table 4.) 


5. With one exception, net profit ratios declined with increasing 
sales volume. Because of the greater volume of sales, the 
average dollar value of net earnings increased in the larger 
stores. Gross profit ratios did not follow the general down- 
ward trend of net profit ratios but were more irregular. Like 
other retail trades, salary ratios increased proportionately 
with sales volume while the ratio of rent expense decreased. 
(See table 12, page £0). 


4. Gross profits in rented stores were generally greater than in 
owned stores. Higher expense ratios, particularly in salaries 
paid to employees, more than offset any advantage in margin to 
result in smaller net profits in rented stores. (See table lz, 
page <0). 


Table 4. - Operating Results of Drug Stores Without Soda Fountain, 1945 


— 


Incorporated Unincorporated 
46 stores) 046 stores 
Item Average | Percentage Average 
dollar dollar 


figures figures 


Average net Sales <...ccecoreecs 
Gross trading profit .ccsessoce 
Operating expenses; 
Employees‘ salarieS -ococcoe 
POVETLISiING ..ccvcsececsees 
Store supplies ....ceccoere 
Bad debts ccccccccvveverccs 
Occupancy eEXpeNseS ceecceoe 
All other expenses ..e.c00. 
Total operating expenses ..-. 
Net profits before deduction 
of proprietors’ salaries 
and income tax c...cccccces 
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Drug Stores With Soda Fountain 


1. Unincorporated drug stores operating soda fountains realized an 
average gross margin of 25.5 per cent of net sales, slightly 
less than the 27.2 per cent margin obtained by drug stores 
without fountain service. The total expense ratio was greater, 
reflecting a slightly higher salary cost from the soda fountain 
service. Net profits were 10.4 per cent of net sales as compared 
to the 13.2 per cent profit realized by drug stores not operating 
soda fountains. The average ratio from soda fountain receipts 
was 27.8 per cent of total sales. (See table 5.) 


2. Although gross margins increased with volume of sales, a sharper 
incline in ratio of total expenses resulted in smaller ratios 
of net profits in the larger stores. Salaries rose in per 
centage of net sales as business volume expanded while other 
expenses showed little change. (See table 14, page 23). 


Table 5. - Operating Results of Drug Stores With Soda Fountain, 1945 
(214 stores reporting) 


Unincorporated 


Item Average Percentage 
dollar of net 
figures 
$ 
AVerare net Sales: <<.c-c/srctels ies 601s 41,818 
Grose treading prorit «esa tens os 10,5635 
Operating expenses: 
Employees salarieS ceseoos 3,152 
1G s sie Web bale) Weegee G AG ae 241 
BEOFA BUPPLIOD < sin ecese vee - Ble 
DAG TAOOCRA Ss sce ee vances nites 31 
Occupancy @xXpeNnSeS cecoccee 1,854 
All other expenses ..esscee 676 
Total operating expenses .... 6 5206 
Net profits before deduction 
of proprietors' salaries 
and income tax «+..esesa0s ae 4,357 
Receipts from soda fountain ... 1605S 
- 
Jewellery Stores ; 


1. In 1945, unincorporated jewellery stores operated on a gross mar- 
gin of 38.6 per cent, as compared to 41.3 per cent in 1944. 
Although expenses were curtailed somewhat in 1945, net profits 
before deduction of proprietors' salaries and income taxes were 


less than in 1944; (1945-18.0 per cent; 1944-20.1 per cent 
(See table 6.) ; per cent). 


a) a 


2. Incorporated jewellery stores on the average obtained wider mar= 
gins in 1945 than did unincorporated stores. With salaries 
paid to all firm members included in expenses and with a higher 
ratio of advertising expense, incorporated jewellery stores 
realized a net profit, before income tax deductions, of 13.4 
per cent of net sales. (See table 6.) 


5. Net profit ratios, in general, decreased with expanding volume of 
sales. Gross profit ratios were more irregular in trend over 
the different size ranges. Salary expense and advertising in- 
ereased in proportion to sales volume while the rent expense 
ratio decreased. Other expense items formed less definite 
trends. (See table 15, page 26). 


Table 6. = Operating Results of Jewellery Stores 
(with 1944 percentages for comparison) 


AVeErage NEL SALES .csccesiiss 
Gross trading profit .ssses.. 
Operating expenses: 


GW 
Xe) 
@ 


in 


Employees' salaries .....-. 
AGVGEPCISING cess cvsassseses 
WLOrG SUPPLIES ..cossecsece 
BGG GODUS occ ecce cease css 


is} 
° 
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AaAnoOrDs 
BOGH FH Enh 


° 


° 
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Occupancy expenSeS .ccsccce 
All other expenses ....0.00. 
Total operating expenses .... 
Net profits before deduction 
of proprietors’ salaries 
and income tax ceoccceccoce 
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° ° 
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Tobacco Stores 


1. In 1945, tobacco stores on the average operated on a narrower 
gross margin than in 1944; 15.9 per cent and 17.8 per cent 
respectively. Expenses were less in 1945 but did not offset the 
smaller gross profit. The net profit before deduction of pro- 
prietors’® salaries and income taxes was smaller than in the pre- 
vious year; 8.0 per cent in 1945 and 8.6 per cent in 1944. 

(See table 7.) 
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2. Gross and net profit ratios were irregular over the different size 
of business ranges. Although employees‘ salaries increased in 
percentage of net sales with volume of sales, rent expense de- 
creased and total expenses showed little change. The average 
dollar value of net earnings per store increased with sales 
volume. (See table 16, page 28). 


Table 7. = Operating Results of Tobacco Stores 


{with 1944 percentages for comparison) 
1945 
(322 stores) 
Item —— 
Average Percentage 
dollar of net 
figures sales 
$ I 
Average net Sales ..sccccccccce 26,068 106.0 
Gross trading protit ccwghcaats 4,155 15.9 
Operating expenses: 
Employees® salarieS ...00.0. 755 209 
BOY GPGLSIGE oases cite Gee s-aaaleo 23 Osl 
SUOre BUppli SE cs’: oiwacoremes 89 0.3 
BEC SM GUUS ~Swisa’n-die-c cisia ocean 10 (a) 
Occupancy expenses .....000 929 3.6 ee 
All other expenseS ..ccccce 247 1.0 
Total operating expenses .... 2,053 7.9 
Net profits before deduction 
of proprietors® salaries 
WHS TGCS Tax dw Sierou ace ers 2,082 8.0 
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(a) Less than 0.05 per cent. 
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Restaurants With Little or No Merchandise 


Most restaurants sell merchandise such as tobacco and candy 
in certain quantities while some carry on a more extensive retail 
business. To remain in this classification, the sale of merchandise 
must not form more than 20 per cent of total sales. 


Usable reports were received from 445 independent unincor- 
porated restaurants. When classified by size of business and occu- 
pancy basis, there were too few owned restaurants with sales less 
than $10,000 and with sales over $100,000 to allow publication of 
results. 


frends by Size of Business (See table 8, page 12) 


Gross margin ratios in rented establishments dropped from 
57.0 per cent of net receipts in the smallest size class to 32.7 
per cent in the next larger category. From the 52.7 per cent ratio 
of restaurants with business volume between $10,000-$19,999, the 
the trend was upward as business volume increased. Owned restaurants 
showed little change in gross margin for the different size classes 
shown. Increasing ratios of expenses in the larger restaurants, 
reflecting the greater salary cost common to this kind of business, 
resulted in smaller ratics of net profit. 


The actual dollar value of net earnings increased with sales 
volume. In making comparisons with this average figure, account should 
be taken of the number of proprietors engaged in the business with 
relation to the number of establishments. Salaries showed a considerable 
increase in the larger businesses while the ratio of rent expense de= 
creased. Light, heat and power appeared as 4 greater item of expense 
in restaurants than in other kinds of business and decreased in ratio 
as volume of business expanded. Inventories and rate of stock turn- 
over were of lesser significance in restaurants than in most other 
kinds of business. 
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Restaurants With Merchandise 


Restaurants falling within this classification are those 
whose merchandise sales form £0 per cent to 50 per cent of total 
receipts, The sale of tobacco products is, on the average, the 
largest item in merchandise sales. Other commodities sold are con- 
fectionery, soft drinks and groceries. 


A total of 196 reports were received from independent un- 
incorporated restaurants in this classification. When classified by 
size of business and occupancy basis there were too few restaurants 
with sales over $100,000 to allow publication of their results. 
Returns from owned establishments with sales less than $10,000 and 
between $50,000 and $99,999 were also too few for publication. 


Trends by Size of Business (See table 9 e 14 


Owned restaurants are shown for only two size ranges. Gross 
profits in rented establishments dropped from 30.6 per cent in the 
smallest size class to £9.4 per cent in the next larger size. From 
the latter range it increased proportionately with sales volume. Due 
to a high ratio of salary expense in the larger restaurants, the in- 
creased gross profits were offset by increased expenses to result in 
a ratio of net profits decreasing with volume of business. 


Because of the varying proportions and types of merchandise 
handled, stock turnover was irregular. Receipts from the sale of 
merchandise decreased from 43.1 per cent of total net receipts in 
the smallest size restaurant to 33.2 per cent in the largest. 
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Coal and Wood Distributors 


While the name of this classification indicates that wood is 
handled, dealers selling wood exclusively are not included. Ice and fuel 
oil are also handled but the sale of coal forms the major proportion of the 
businesses included in this section of the report. A total of £49 usable 
returns were received from independent unincorporated distributors and 64 
from incorporated firms. 


Although there was a certain amount of irregularity in reporting 
delivery costs, an attempt has been made to distribute it over salaries, 
store supplies (gas and oil), repairs and maintenance and depreciation (of 
trucks). Irregular amounts of rent reported, such as leased Sidings only; 
partly owned and partly rented premises; etc, tend toward an unknown margin 
of error in this item. 


Trends by Size of Business - Unincorporated (See table 10, page 17 


Gross margins were irregular in trend over the five size of business 
ranges shown. An irregularity in total expenses matching the irregular 
gross margin resulted in a net profit trend of decreasing ratio with expand- 
ing sales volume. Because of increased business volume, however, this 
smaller ratio in the larger businesses meant greater dollar value net 
earnings. 


Salaries, as a percentage of net sales, increased with business 
volume, while the ratio of rent expense, although smaller than in other 
businesses, decreased. Stocks on hand were less at the end of the year than 
at the beginning with no definite trend in rate of turnover. 


Comparison with Previous Years - Unincorporated (See Chart 1, page 16) 


A survey on operating costs in coal and wood yards was taken in 
1944 and in 1941. The number of firms reporting information for 194] was 
small and the results for that year may be out of line for that reason. (In 
general, gross profits decreased from 1941 to 1945 in rented businesses while 
in owned, there was an increese in the two largest size ranges. Other items 
of expense and net profit were irregular in trend for the three years. 


Comparison of Incorporated and Unincorporated Firms 
See table il age 18 


Reports received from 64 incorporated firms came within the two 
largest size ranges and were divided between owned and rented premises. ; 
Comparison with the same size and occupancy category ol! unincorporated firms 
is shown in table 1l. 


Incorporated firms obtained wider margins than unincorporated. 
With salaries paid to firm members of incorporated firms included in the exe 
pense item of saluries and wages, this item was greater than in unincorpo= 
rated firms. Net profits are not comparable because unincorporated firms 
included proprietors’ salaries. Stocks on hand at the end of the year were 
less than at the beginning in every class. The rate of stock turnover was 
irregular over the different categories shown. 
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Drug Stores Without Fountain 


brug stores were separated as between those not operating and those 
operating a soda fountain. Usable reports were received from 546 unincor- 
porated and 46 incorporated drug stores not operating a soda fountain. When 
classified by size of business and occupancy basis all groups of unincorpo- 
rated stores can be shown except owned stores with annual sales of over 
$100,000. Incorporated stores fall within the rented category in the three 
dargest size ranges. Comparable information for previous years is not 
available. 


Trends by Size of Business = Unincorporated (See table 12, 


age 20) 


Gross profits in owned and rented stores were irregular in trend. 
The ratio to net sales decreased from the smallest size store to the middle 
size ranges, then increased to record the highest ratio in the largest size 
Class. Total expenses increased in ratio to net sales in proportion with 
volume of business and resulted in a general decline in ratio of net profit 
in the larger stores. The salary ratio increased consistently with sales 
volume while the rent expense ratio decreased. 


Stocks of merchandise on hand at the end of the year were greater 
than at the beginning in every size and occupancy class shown. The rate of 
stock turnover increased with sales volume; owned stores ranging from <.4 
times per year to 4.4 times and rented stores from 1.7 times to 4.7 times. 


Comparison Between Unincorporated ana Incorporated Stores 
(See table 15, page «] | 


In table 13, a comparison of three size groups of rented stores is 
made between unincorporated and incorporated firms. Incorporated firms 
operated on wider gross margins in each size range. Like unincorporated 
drug stores, stocks were higher at the end of the year than at the beginning. 
Stock turnover rate, however, decreased with greater volume of sales in 
incorporated stores as compared to unincorporated stores where the rate 
increased. Net profit ratios increased considerably with sales volume in 
incorporated drug stores. 


The expense item of employees’ salaries and wages includes salaries 
paid to all firm members and is therefore somewhat larger than the same item 
in unincorporated stores. The net profit ratios are not directly comparable 
in that part of unincorporated store profits must go toward proprietors * 
salaries. 
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brug Stores With Soda Fountain 


Reports were received from £14 independent unincorporated 
drug stores in this classification. When classified by size of 
business and between owned and rented stores there were too few 
stores in the classes ender 210,000 annual net gales, over $100,000 
annual net sales, and owned stores with sales between $10,000 and 
$19,999 to allow presentation of results. 


Trends by Size of Business (See table 14, page 25) 


For the groups shown, gross profit ratios increased pro- 
portionately with volume of sales. Net profit ratios in rented 
stores decreased with sales volume while the two size ranges of 
owned stores showed similar net profit ratios. Reflecting in- 
creased ratios of salary expense, total expenses formed 4 greater 
percentage of net sales in the larger stores. 


Like unincorporated drug stores without fountain, stocks 
on hand were greater at the end of the year than at the beginning 
and the rate of stock turnover increased with sales volume. The 
ratio of soda fountain receipts was greater in the larger stores. 
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Jewellery Stores 


Usable reports were received from 549 independent unincor= 
porated and from 35 incorporated jewellery stores. When classified 
by size of business and between owned and rented stores all rented 
classes could be shown but there were only sufficient unincorporated 
owned stores to allow publication of two size ranges. Incorporated 
firms reporting came within the two largest sizé ranges in the rented 
category and their results are only shown in total in table 6, page 9. 


Trends by Size of Business ~ Unincorporated 
(See table 15, page £6) 


With the results of owned stores shown only in two sizes of ‘Ss 
business no definite trends can be pictured. Gross profit ratios in . 
rented stores followed the irregular trend of decreasing from the 
smallest size class to the middle size range, then increasing to a : 
high ratio in the largest stores. Increased percentages of salaries 
and advertising in the larger stores were reflected in total expenses 
to result in diminishing net profits except in the largest group where 
a slight increase was reported. This smaller ratio of net profit b 
measured in dollar value gave the proprietors of the larger stores 
greater net earnings because of the greater volume of sales. 


Inventories showed considerable gain at the end of the year 
over the beginning of the year. The rate of stock turnover rose from , 
1.4 times per year in the smallest store to 4.7 times in the largest. 


Comparison With Previous Years - Unincorporated 
(See chart 2, page z5) 


A survey on operating results of jewellery stores was taken 
for the years 1944 and 1941. Information for 1941 on owned stores 
with annual sales over $100,000 is not available. In general, net 
profits increased from 1941 to 1944 but decreased from the latter 
year in 1945. Cross profits decreased from 1941 to 1945. 
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Tobacco Stores 


A store must sell more than 50 per cent tobacco and smokers! 
Sundries to be classified as a tobacco store. Other merchandise sold 
includes magazines, newspapers, confectionery and novelties. Usable 
reports were received from 322 independent unincorporated stores. 
When classified by size of business and occupancy basis there were 
too few stores in the owned category with sales between $50,000 and 
$99,999 and in the size range of over $100,000 annual sales to allow 
publication of results. Comparable information for previous years 
is not available. 


Trends by Sizes of Business (See table 16 e <8 


Gross profits and net profits, expressed as percentages of 
net sales, followed no definite trend in relation to volume of sales. 
Salary ratio increased with sales volume while the ratio of rent 
expense decreased. The other expense items showed little change. 


Stocks on hand at the end of the year were greater than at 
the beginning in each category shown. The rate of stock turnover 
followed no trend with change in size of business but fluctuated 
between 10.5 times per year and 15.7 times. 
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PEI) PIONS sis cco ees ne eon 


NET SALES represent the real volume of business done. Allowances and dis- 
~ gounts granted to customers and value of goods returned by customers 
are deducted from gross sales, but sales of meals or lunches provided 
employees and any goods withdrawn by the proprietor for personal use 


are included. 


GROSS MARGIN is the difference between the cost of merchandise sold and the 
selling price. The cost of merchandise sold is calculated by adding the 
beginning inventory to net purchases and deducting the ending inventory. 


OPERATING EXPENSES are the amounts paid out for any and all expenses incurred 
in the operation of a business, except the cost of merchandise. These 
include: : 


Salaries and wages ~ paid to employees before deduction of 
income taxes or unemployment insurance. Proprietors’ 
salaries or withdrawals are included in Net Profit. 

Advertising 

Store supplies ~ used in the business curing the year - 
wrapping paper, office supplies, gasoline and oil for 
delivery trucks. 

Loss on bad debts ~ during the year ~ amount written off 
Less debts which are recovered. 

Taxes and Insurance ~ business, property and water taxes; 
licences including truck licences, and insurance 
premiums carried for the protection of the business. 
Income taxes and other taxes collected for remittance 
to governmental bodies are not included. 

Rentals - monies paid for premises used only in the business. 

Heat, light and power expenses - amount paid for these used 
during the year. 

Repairs and maintenance - incurred for the purposes of keeping 
fixed store assets, including delivery equipment, oper- 
ating efficiently. 

Depreciation ~ allowances to cover decreases in the value of 
fixed store assets, including delivery equipment. 

Occupancy expense - comprises taxes and insurance, rent, heat, 
light and power, repairs and maintenance, and depreciation. 

Other expenses = telephone, telegraph, postage, bank charges, 
legal fees, collection and auditing fees, etc. 


NET PROFIT is the difference between gross margin and total expenses, and 
includes proprietors' salaries and withdrawals. 


STOCK TURNOVER is the number of times in a year that the merchandise is sold 


end replaced. The average of the beginning and year ending inventories 
is divided into the cost of merchandise. 
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OPERATING RESULTS OF MISCELLANEOUS 
RETAIL STORES 


INTRODUCTION 


The operating results of miscellaneous kinds of business 
ere presented in this report, which continues the series of bulletins 
published in 1944 and 1945. The survey is based upon operating state- 
ments contributed by a sample of independent firms throughout the 
country and covers restaurants with and without merchandise sales, 
coal and wood distributors, drug stores with and without soda fountain, 
jewellery stores, and tobacco stores. 


Results of earlier studies are compared with those of 1946 
while tables and charts clarify and facilitate understanding of the 
text. It is hoped that merchants, students and others will consult 
these reports as sources of reference and information. 


Once each year, at least, the merchant must come to grips 
with the problem of reviewing his operations, and calculating his 
expenses and profits. At the same time he may make plans for the 
coming months, applying his knowledge, experience, and personel 
observations to increase the efficiency of his business. - This 
bulletin has been prepared for the purpose of augmenting the mer- 
chant's experience with data which describe the operations of his 


own type and size of business. 


Our studies do not attempt to deal with such matters as store 
layout, advertising display, and salesmanship, which may be called 


methods of operation. The emphasis here is upon operating results, 
comparisons of vrofit and loss statements and their component parts. 


The necessity of maintaining some orderly system of book- 
keeping cannot be over-emphasized. If some method of current record 
keeping is not employed, it is difficult to compare individual oper- 
ations with average exverience as shown in this study. It is essential © 
that the meanings of terms be checked in such comparisons. For this 
purpose a list of definitions has been inserted at the beginning of 
this bulletin. 3 


The comvonent parts of operating ratios are graphically 
portrayed in the following formula and bar chart: 


NET SALES=COST OF GOODS SOLD + GROSS MARGIN 


SS NET SALES ye 


rhea Saati 


GROSS MARGIN=EXPENSES + NET PROFIT 


SUMMARY.......... 


RESTAURANTS 


1. Unincorporated :restaurants realized a gross margin of 37.2 
per cent of net sales in 1946, slightly wider than the 1945 
ratio of 56.8. A higher salary expense in 1946 more than 
offset the gain in gross margin to net a profit of 8.0 per 
cent, as compared with &.6 per cent in the previous year. 
(See Table 1, below). 


&o The high points in expenses incurred, in order of importance, 
were salaries and wages, rent, light, heat, and power. 
Salaries increased considerably in ratio as the volume of 
business expanded while the other two items diminished in 
ratio in the larger restaurants. Although gross margins 
were more irregular in ratio over the size ranges, net 
profits decreased consistently with volume of business. 

(See Table &, page 13). 


‘TABLE 1. = OPERATING RESULTS OF RESTAURANTS ~ 1945, 1946 


a A 


ee 


item 

Number of restaurants reporting .o.cccsscce 445 08% 
AVera@e- net PeCELPtS: sv. ccosseccsnessvse § 45,956 48,816 
Inventory as per cent of net receipts: 

BeGiBning ANVENbOLry cscs ccsv co cswsoe see Wa Lied 

Ending inventory e@coo0e0o0n 0 e0270e0009090000090 Bont Rot 
Stock turnover (times per year) .-c.cccoce 51.4 30 .6 
Gross margin e©eeooeeoeooeoeoeeeoao 8 eo oe 6 OOOOH 8 Oe 36 8 O78 


Operating expenses: 


Employees’ salaries and wageS ...c.020%>%6 17 el 18.2 
AGVEPCi SINE os stoe.s.5.5 0 0 ee 0 016 4 0 0WWip-O% 6-090 0.2 0.9 
Store supplieS ceocccsccersscecrsv000es000 ney deed. 
ECMO DEE figicieidic eile Siaidls: Gidldiddl so) eronererereieeiorg (a) (a) 
Occupancy eExpeDSE .0-0cc0cccrrscr0e20000 7 4 hed 
All other expenSeS occccccscccccccccs cee Bod See 
Total operating ExpeNnSeS ococcercccercscve 28.2 Eden 
Net profits before deduction of proprie- wh we 
° ° 


tors’ salaries and income tax .occr0c000 


py On ees ek ee 2 eee 
(Items expressed as percentages of net sales). 
'a) Less than 0,05 per cent. 
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RESTAURANTS SELLING MERCHANDISE 


l. Restaurants selling merchandise obtained better net profits 
on. the average and operated on nérrower gross margins than 
did restaurants which confined their activities to the serving 
of meals or lunches. Similar to the straight restaurant, they 
bettered the 1945 margin in 1946 but, due to increased salary 
expense, the net profit ratio obtained in 1946 was smaller 
than that for the previous year. (See Table Z, below). 


2. In 1946, gross margins generally jncreased with business vol- 
ume while net profits decreased in ratio. Salaries and wages 
followed the usual trend of increasing in ratio as volume of 
business expanded. (See Table 9, page 15). 


%, Restaurants in this classification operating from rented 
premises realized wider gross margins and greater net profits 
than did those operating from owned premises. (See Table 9, 
page 15). 


TABLE 2. ~ OPERATING RESULTS OF RESTAURANTS SELLING MERCHANDISE - 1945, 1946 


crc ON TA A a I Sa CL 


Number of restaurants reporting ..csccssseo 196 252 
Average net receipts etoodv0007¢0268000709060 0 $ 30,708 $5,581 
_|Inventory as per cent of net receipts: 


Beginning, inventory .cccccccccceccevccoe 54 Ke 

BOGIGe ANVGRCOTG 6 oc suv nc cd ele sinieccananan Do4% 5.6 
Stock turnover (times per year) cooccccree 20.5 z20.5 
GYOSS MATEIN cc cacedecessesevevevssevccess $1.0 31.9 
Operating Expenses: 

Employees’ salaries and wages .-cco.cssee 11.8 12.9 

ROWER CLMLUE <s.5 sewens chi bare Oe tees ewe 0.2 0.2 

BtOr@ GUBVLIGS <00 sees ie sce nsaces sive 0.8 1.0 

ARS. iets dns igs aoe Ao nnation (a) (a) 

DOGUSEUSy. SLOGUBE: 6 o6c.255 5 40 enero nes 6.9 71 

BLP CGHSY GEPSCUSER 6 ids da cvccsawsadwedion 2.0 1.9 
Total operating EXPENSES ..cccscescesccess elar 25 ol 
Net profits before deduction of proprie- 

tors' salaries and income tax ..cccccooe 9.3 8.8 


(Items ex pressed as percentages of net sales). 
(a) Less than 0.05 per cent. 


COAL AND WOOD DISTRIBUTORS 


eis 


The average unincorporated coal and wood distributor in 1946 
obtained a gross margin which was 21.1 per cent of net sales, 
Slightly higher than the two previous years. Net profits at 
5.0 per cent remained the same as 1945. Salaries and wages 
have increased since 1941 and in 1945 and 1946 formed over 
half of the total expense ratio. (See Table 3, below). 


Both gross margins and net profits of unincorporated dealers, 
operating their own delivery trucks, diminished in ratio to 
het sales as the size of business expanded. Salaries paid to 
employees did not increase in ratio with business volume to 
the same extent as did other retail businesses. Inventories 
were in much greater dollar volume at the end than at the be- 
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ginning of the year. (See Table 10, page 18), 


Dealers whose delivery was on a contract basis obtained slightly 
harrower gross margins and net profits than those doing their 
own delivery. The delivery expense was 7.7 and 7.5 per cent 


of net sales for unincorporated and incorporated dealers re=- 


spectively. This expense, contracted out to other truckers, 
reduced considerably the items of salaries, supplies, taxes and 
insurance, repairs and depreciation for those dealers not maine 
taining their own trucks. (See Table 11, page 19}. 


TABLE 5. - OPERATING RESULTS OF UNINCORPORATED COAL DISTRIBUTORS 


1941, 1944, 1945, 1946 


Number of distributors reporting ..... ( 
INVETORe Net <SAlES Wess scccccecasonve § | 475001 
Inventory as per cent of net sales: 


proprietors’ salaries and income tax boyy) 


1941 1944 1945 1946 
LOE 168 249 259 


52 9485 64,300 645413 


Beginning inventory ...cccesssccoese 5.4 42 ag Bo 
Ending inventory ©eoeoceoeoae2re0e2 000009000 0 tpare ey 8) 909 vi 
Stock turnover (times per year) 2.2.00. 1265 Lod 18.9 ° 
Gross MAPGiIN ccccecccccverscewscervece 20.7 20a) Balser! 
Operating expenses: i 
Employees’ salaries and wages ...0e. ie 709 ie oi 
Advertising .cccoccccrcceeseccrecece Oss 0.2 129 ° 2.2 ° 
Store supplies eceooeeooe0oeoeo ee 08a eo 8 oo 8 0.2 Ae 
Bad GEDtS. ccococseccercccvescccrvoeoce 8.2 7 8B 3.0 7.0 3.3 7 4 
Occupancy expense CCOO O77 CHeGL2F90 HOC 1.9 1.8 
All other expenses evoeceeoeoeoe000000 ° 
as 16.1 
Total operating expenses .occecccsccoce 1509 15.1 
Net profits before deduction of Wg ae ms 


(Items expressed as percentages of net sales). 


DRUG STORES WITHOUT SODA FOUNTAIN 


1. Higher expenses, particularly in salaries, incurred in the 
operation of drug stores during 1946 reduced 4 gross margin of 
even ratio with 1945 at 27.& per cent to result in a lesser net 


profit. (See Table 4, below). 


2. Both gross margins and net profits in unincorporated drug 
stores were somewhat irregular in trend over the different 
sizes of business. In common with most kinds of retail trade, 
salaries increased in ratio with volume of sales. Inventories 
were greater in dollar volume at the end of the year than at 
the beginning in all size and occupancy classes and the rate 
of stock turnover increased with the size of business. 


(See Table 12, page 21). P 


3. Incorporated firms operated on wider gross margins than did 
unincorporated. With salaries paid all firm members included 
in expenses, their net profit wes generally reduced below the 
level of unincorporated stores where proprietors’ salaries are 
inclpded with net profit. (See Table 13, page 22). 


TABLE 4. = OPERATING RESULTS OF UNINCORPORATED DRUG STORES 


WITHOUT SODA FOUNTAIN 1945, 1946 


SE =. 


umber of stores reporting .ccoccrcccsces 


Average net sales ..5.>-cosscccescccces $ 

Inventory as per cent of net sales: 
Beginning inventory -o.o.cosscceseeso2000 
Ending inventory .cccscssxseessecerve cee 


Stock turnover (times per year) ooococvce 
Gross margin epeoceorooevaoeosro0ec0n 9056000000 5900000 


Operating expenses: : 
Employees’ salaries and wages o..c0000% 
Adwertising cooccovscscecccsessoerve0gc. 
Store supplies coocccsccccscvcsces00008 
Bad debts cccocccecssccccccss 00000020000 
Occupancy eCXPeENBEe -2ccccveesvecooevv009 
All other expen8esS 260000 02200000000000 


Total operating Expenses ..oscccvcccccs0e 
Net profits before deduction of proprie= 
tors’ salaries and income tax seocx.00e 


(Items expressed as percentages of net sales). 
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DRUG STORES WITH SODA FOUNTAIN 

1. Drug stores in this classification realized a gross margin of 
£4.8 per cent in 1946 compared with one of £5.% per cent in 
1945. Increased salary expense was offset by an improvement 
in the occupancy expense ratio so that the relationship in 
net profit between 1946 and 1945 was relatively the same as 
that in gross margin. Receipts from soda fountains diminished 
from the 1945 ratio of £7.8 per cent of total sales to £0.3 
per cent. (See Table 5, below). 


Zo In the two size classes tabulated, gross margins were higher 
in the larger category in both owned and rented stores in 
1946. Higher salary cost reduced this gain to a net profit 
of smaller ratio in the larger size class. (See Table 14, 
page 25). 


TABLE So = OPERATING RESULTS OF DRUG STORES WITH SODA FOUNTAIN - 1945, 1946 


Number-Of Stores: reporting «sess sees 
AVETaPe Net BALES % . sex cwarsers + veejcseees o 
Inventory as per cent of net sales; 
Bee iiMe LUVONUOTY sca 40 44 4% viele so. 00 
Ptr IV ONGOL | bee's sists ors s.ciae ovis 5-65 
Stock turnover (times per year) ....-000 


Gross margin eooereeeooeo eve 6299708000999 70086909 


Operating expenses: 
Employees’! salaries and wageS ..ce.cecoe 
POMGIG LS ITIM | wis ale 'g ss 6 ae seine. 6 s'6 ole e 5 06 
Store SUpplieS ..ceccceseccsscvccsecce 
WELLE OLCEMNT co 5 she etete eG 0. «4s onstehe 6 5. Sie Sueyh us 
Occupancy EXPENSE .o.ecrcrccerrecrrceeece 
All other expénses ...cescccccessccece 


Total operating expenSeS ...eeesscoreres 
Net profits before deduction of proprie~ 

tors' salaries and income tax ...cceece 
Fountain receiptS ...ccecccscccscccccccece 


(Items expressed as percentages of net sales). 
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JEWELLERY STORES 


1. In 1946 the gross margin of the average jewellery store de= 
creased to 37.1 per cent of net sales, lower than previous 
years. This decline was reflected in a net profit of 16.4 per 
cent of net sales, lower than the preceding two years, but 
higher than the 15 per cent recorded in 1941. It is of in- 
terest to note here that net profits as a proportion of net 
sales have been higher in jewellery stores than in any other 
of the independent store types studied in 1945 and 1946. The 
inventory position has improved to the point where the stock 
held at the end of 1946 was 36.1 per cent of net sales, a ratio 
not matched since the end of 1941. (see Table 6, below). 


2. While net profit ratios in unincorporated stores decreased in 
1946 as the volume of business expanded, gross margins were 
irregular in relation to net sales over the different size 
groups. Salaries paid to employees increased consistently in 
ratio with sales volume and effected a similar trend in total 
expenses. (See Table 15, page 26). 


3, Incorporated jewellery stores obtained wider gross margins in 
1946 than did unincorporated stores. Unlike the latter, their 
expenses decreased in ratio ana net profits increased as volume 
of sales expanded. Incorporated store salaries included all 
firm members whereas the proprietors’ salaries of unincorporated 
stores are included with net profit. This accounts for the 
difference in salaries and net profit between the two types. 
(See Table 16, page 27). 


TABLE 6. - OPERATING RESULTS OF UNINCORPORATED JEWELLERY STORES ~ 


1941, 1944, 1945, 1946 


—— ae f ~ : 


oe Saat : ye SS 


Item 1941 1944 1945 1946 
umber of stores reporting, .oocccccsece | 101 136 339° 344 


Average net SaleS ..c.sccecoccccecce @ | 565009 43 , 746 32,070 36,169 
Inventory as per cent of net sales: 


Beginning inventory ...eccecsccccves Sean TW 25.5 27 ok 

Ending inventory ecoocccecccescrecccce 36.1 2228 $1.1 36 1 
Stock turnover (times per year) ooocce 1.8 Bed Ret 2.0 
GrOSS MATZIN ccocosccccccccvcvsv0000089 38.9 41.3 38 6 3701 
Operating expenses: 

Employees’ salaries and WAZES .>-.0% 10.9 10.4 9.7 10.1 

Mel edie 08 t) «Guages cevetens ee eee 1-5 Lie 

Store supplies ..c.csesccccecseescee bi De 1.2 

HEA AeWtw is so ose be eee te weereterw ses S epee Ol 

Occupancy expense o2.sce2ccccccesesoe 110d of 5.2 ox6 5.0 ay 

All other expenses ...cccerreccssoes 2.9 207 
Total operating expenses »oeccscecccere 23.9 elas 20 .6 £0. 
Net profits before deduction of pro~ 

prietors’ salaries and income tax .. 15.0 20.1 18.0 16. 


iTtemea expressed as percentages of net sales). 
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TOBACCO STORES 


1. In 1946 tobacco stores operated on reduced gross margins and 
net profits as compared with previous years. With larger 
dollar volume inventories than in the previous years, the 
rate of stock turnover in 1946 was smaller at 10.8 times 
compared with 11.7 and 11.43 times in 1945 and 1944 respect- 
ively. (See Table 7, below). 


<. Gross margins in rented tobacco stores generally decreased 

in ratio to net sales in 1946 over the different size classes 
while net profits declined from 11.9 per cent to 7.6 per cent. 
The rate of stock turnover ranged from 13.3 times in the 
smallest size rented store to 9.7 times per year in the 
largest size. (See Table 17, page 29). 


‘TABLE 7. - OPERATING RESULTS OF TOBACCO STORES - 1944, 1945, 1946 


Number of stores reporting ..... Cae ae ae 302 
BVCrERe NOLPEA1 6S) .4. cs 8b.cideeseeccssea § 28 ,399 
Inventory as per cent of net sales; 
DEMANDE: INVENCOLY <or0s-0s,0 65% 6 oo on oee 765 
PROEDE INVELLOLY 6 ss e'< «v.00 e:0'0 9 6.0 ci 0 6.0 06 8.4 
Stock turnover (times per year) o..ecceoe 10.8 
BRA MEY eae to SN PER ERs, Miele sielleate diate 15.6 
Operating expenses: bg 
Employees" salaries and wages w.eccccee Zo 
RV OTIC tig Nrt te ete Piketuie «ite ute Seale reles siele Ool 
POLE SUPPLIES oe < osies oe ocisldelewle etsiele les 04 
Bad GObts: .cccssscescesererscorevcecces ee 4.7 
Occupancy ExpeNnSeE coocccccscccccececvcee ae 
All other’ expefises ..2.6.000+ iy Pere 
Total operating expenseS ..--cccccceccoes 701 
Net profits before deduction of proprie> “et 


tors’ salaries and income tax .occc.coe 


(Items expressed as percentages of net sales). 
(a) Less than 0.05 per cent. 


ad 


GENERAL DISCUSSION, TABLES AND CHARTS. 


1. RESTAURANTS WITH LITTLE OR NO MERCHANDISE 


Some merchandise, such as tobaccos and candy, is sold in nearly 
every restaurant with some carrying on a more extensive retail business than 
others. For the purpose of this survey, restaurants are divided in two 
classes. Those selling less than 20 per cent merchandise are included in 
this classification. Restaurants selling between 20 and 50 per cent mer~ 


2 


chandise are dealt with as the next kind of business in this bulletin. 


Suitable reports were received from 38 independent unincorporated 
restaurants. When classified by size of business and occupancy basis there 
were too few owned businesses in the smallest and largest size class to 
allow publication of results. 


Trends by Size of Business (Table 8, page 13 


Gross margins were irregular in trend, ranging from 33.0 per cent 
to 41.6 per cent of net sales over the different size classes. Net profits 
decreased in ratio with volume of business but increased in dollar volume 
from $1,264 to $10,561. With proprietors’ salaries included in net profit, 
the number of proprietors with relation to the number of establishments 
should be considered when reviewing both the ratio and dollar volume of net 
profit. In some size classes it will be seen that there were, on the 
average, more than < proprietors to 4 restaurant. 


Light, heat, and power formed a greater share of total expenses 
than in other kinds of retail trade, decreasing in ratio with business 
volume. Inventories were small in this kind of business showing some 
increase in dollar volume at the end of the year. 
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£. RESTAURANTS WITH MERCHANDISE 


Restaurants falling within this classification are those whose 
merchandise sales formed £0 to 50 per cent of total receipts. Commodities 
sold were mainly tobacco products, confectionery» soft drinks and groceries. 


A total of £52 reports suitable for tabulation were received from 
independent unincorporated restaurants of this type. When classified by 
size of business and occupancy there were too few with receipts over $100 ,000 
and in the owned class with receipts less than $10,000 to allow publication 
of their results. 


Trends by Size of Business (Table 9, page 15 


With the exception of rented establishments with receipts less than 
$10,000, gross margin ratios in 1946 inereased with business volume, ranging 
from 27.0 per cent to 33.4 per cent of net receipts. Net profit ratios di~ 
minished with expanding business. 


Salaries, while smaller in proportion than for restaurants selling 
little merchandise, followed the usual trend of greater ratio in the larger 
businesses. Heat, light, and power accounted for a greater share of ex- 
penses than in most retail trades, decreasing in ratio with business expan~ 
sion. Rent followed the same trend, ranging from 4.9 per cent in the 
smallest to 2.1 per cent in the largest size restaurant. As in the other 
type of restaurant, partnerships form a good share of the reporting estab~ 
lishments, and the number of proprietors in relation to restaurants should 


be kept in mind when comparing either the ratios or dollar volume of net 
profits. 
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3. COAL AND WOOD DISTRIBUTORS > 

While the name of this classification indicates that wood is handled, 
dealers selling wood exclusively are not included. Ice and fuel oil are also 
sold but the sale of coal formed the major proportion of the businesses in- 
eluded in this study. 


Reports from 272 unincorporated and 50 incorporated dealers were 
suitable for tabulation. Distinction was made between dealers who operated 
their own delivery equipment and those who contracted their delivery to 
outside truckers. 


rends by Size of Business ~ Unincorporated Table 10, page 18 


The results of 239 unincorporated distributors maintaining their 
own delivery system are shown in this table. Both gross margin and net prof- 
it decreased in ratio with sales volume. The maintenance of delivery serv=> 
ice effected salary expense to result in a fairly similar ratio in all size 
classes; store supplies, which included gas and oil, also registered only 
slight change over the different sizes of business. The other expense items 
reflecting delivery expense were repairs and depreciation where there was 
only a moderate decline in ratio as business volume increased. Inventories 
at the end of 1946 were considerably improved from the first of the year and 
the rate of stock turnover generally lessened with business volume. These 
results are further illustrated in Chart No. 1, page 17. 


Comparison of Unincorporated and Incorporated Distributors by Type of 
Deliver Table 11, e 19 


With salaries paid to all firm members included in expenses, in@ 
corporated firms showed greater salary expense and smaller net profit ratios 
than unincorporated businesses. No other significant difference appeared 
in the operating ratios of the two types in 1946. Incorporated firms were, 


on the average, larger and turned their stock over more often during the 
year. 


Distributors who operated their own delivery trucks maintained 4 
slight advantage in both gross margin and net profit. The maintenance of 
a delivery system effected their salaries, supplies, taxes and insurance, 
repairs, and depreciation. The increases in these items of expense were 
offset by a delivery expense of 7.7 per cent in unincorporated and 7.5 per 
cent in incorporated firms whose delivery was contracted. 
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4. DRUG STORES WITHOUT SODA FOUNTAIN - 


For the purpose of business operations, drug stores were separated 
as between those not operating and those operating soda fountains. Usable 
reports were received from 576 unincorporated and 50 incorporated drug 


stores without soda fountains. 


When classified by size of business and occupancy there were too 
few unincorporated owned stores with sales over $100,000 and rented stores 
with sales less than $10,000 to allow publication of results. 


ends by Size of Business = Unincorporated (Table 12, e 21 


Gross margins and net profits were irregular in trend over the size 
categories tabulated. Rented stores obtained wider margins, but increased 
expenses more than balanced this advantage to net smaller profits than owned 
stores. Similar to most other trades, inventories of merchandise were 
greater at the end of 1946 than at the beginning and stock was sold and re~ 
placed more often in the larger stores. 


Unincorporated and Incorporated Stores Compared (Table 15, page £2) 


While proprietors’ salaries of unincorporated stores are included. 
in net profit, all executive salaries of incorporated firms are included in 
salary expense. Aside from these items, incorporated firms realized wider 
gross margins and paid considerably more rent than did unincorporated stores. 


Their stock however, was not turned over as rapidly as in the unincorporated 
type of store. 


So DRUG STORES WITH SODA FOUNTAIN (Table 14, page 23) 


Satisfactory reports were received from 193 unincorporated firms in 
this classification. There were sufficient stores falling into only two 
size of business groups to warrant publication of results. No definite 
trends by size of business can be established on this limited size range. 
The results, however, are shown in table 14. 


+ 

°o 
N 
- 


° 
° 


) 
Hi 
ed 


° 
° 
° 


° 
° 
° 
fe) 


9° 
° 
° 


EFOCOCOOCONCOOCK ws 


mo ~~ WD 
¥ywo 9 
° 


° 


° 


° 


o 66 
OH OOC & 

° 

° 


° 
fo} 


° 
° 
° 


° 
° 
° 


° 
° 
° 


WOWOOWHNHOSD 


° 


OA OO 


pa 


° 


DOWVDVWVOHACOCCR wh 


co) 


b 
v 
id 
4 
6 
9 
T 
4 
8 
$ 


NYoOHe aM 
OnmdnnHiaons«¢ 


i 

° 
@ 
ON 
te) 
iN 


oO 
ON 


C 


uw) 
° 
c 


I8a0 pue 
000° ooT# 


SauOLS Ca Lua 


ee ee ee 


° o °c 
ar. 
Co 


WOM O Oo 
° ° 
oA Oe 


b 


° 


OQ si 
° 


° 


M wo & 
a 1° 
Cw I SP SB Sy RY | 


(SeTBS JON Jo seFequeored se pesserdxq sus4r) 


VLVd SSOT CNY LIdoud 


43 
964°8 


0°S 
60°6 
8%S°38 


GIdNVS | WIdNyS 


423° 8F 


T66°S9 


° 


128 


° ° ° ° 
NOOere 


Owuoodne ww 


0 


. 
° 


oOooOCOC 4 


° ° ° 


° 


One 


of Bpos qn 


°3u90 aed Go°9 ueyy sseT (2) 


©COF9OSCKTDFTECFGCOOOFOOFOOHKOOCOCHOHDOFO O00 C0000 XxBq 


euooUT pus SeTie Tes ,sxoyetidoard 
JO UuoTZONpSp etojeq sytjord yan 
coccoooccce gasuedxe Zutqyeredo [Ryo] 


ce encensces soo “REgedKe dq 40 Lty 
oreo water clea Se Oem OM ey Ba OIOG 
ccoceoces gouBusyutTeN pue sitedey 
P1OK9' O° SNO1S Orso TO Te mA pues 780 SquaTT 
Ce 02000 CoO SOE o ee SoCo 0C0e ATA 
coceceecoceoese gOuURINSUT pus SsexXE], 
coer 0000 CCC F0%e Co 0000 gagaD DRg 
ovesd visisieh se *bisie Slee) Ba NTTOnG GLO 
©0000 COD0020CD000C000000 BuUISTUIBAPY 
°°° ge3em pus seTietes ,seakortduq 
*sesuedxe Zutyeredo 
©CCLOCOCECOCOOLOLOEOOE LCE OOO O00 UtS.IBu ssozy 


coeee grozyetidoid ZutyIom Jo .Iequny 
# e°° eroys sed sqyrtjoud you eSeasay 


cee (axeek Jed sowty) Teaourny yo049 

& ccc xeak Jo pus AIOQUaAUT OBBIEAY 

¢ S9FOCTHCHOHDVOFGOOLCOH COLO OXO0000 00 Ipeak 
JO ButuuTssq ArLojusauT o8ereay 


SF 


eooeeeoeaooeoocoevoon too ooo Oe oO 381048 


Isd ‘ptos spoo? Jo 4soo eaezeay 
¢ °°°°°* az0qs aed setes you aBereay 
coceecco BuTysoded setoys Jo azequmN 


we4T 


Se a ee 


Wy Wl Ht 
° ° ° 
On 


° ° 


° 


eAdaadod 
°o ° 
woHnHAtOonaeaucae 


IsaQ pus 
000° 00Tt 


bE 


wonwnwogn wow 


Ae) 

° 
ef 
%) 


° ° ° 
Hoooonoodea 


° ° ° 


° 


r 


(seTsS JeN Jo seBeqyueoried se pesseidxy sueqt) 
WLYA SSOT GNV LIdodd 


CBP LP 
8ST°69 
43 


666 °66% 


a re A me 


he) wud he oDostn 
mood oNDoOON 


° 


° ° ° ° 


° 


—_ 


884 °T 


e°s 
398°8 
¥b0°4 


3S ° 93 
484° 9E 


a6 
Gt 


666 6H | 
04 000‘0S# | 03 000%02$ | 


CaLVAOdHO ONT 


Se 


woe & my} 2 WH 10 


$° 
3 


& 

° 
@ 
N 


° ° 


° 


9 ° 


° 


° 


° 
on ooondooor 


ed 


AT 
Thi °ST 


4°? 
Tox %*eo 


Pa ee 


6%0 ° 02 


492° 66 
P8T° 6ST 
ai 


“Zea pue 


000°00T$ 


Oe AOA Ht dy & 


° ° ° 


° 


° ° 


° 


° 
Oo OO CO Hn Oo Ore 


a 
° 


© 

° 
& 
N 


6TT 


068° 4% 
83°99 
9OT 


666 669 
04 000‘0S$ 


CHLVYOTHOONTINA 


————————— 


@ 0 @ oO. u-cema ew ce 
~oooonooo°dr 


° 


° 


Awotr AOA Ht Hw 


a alia ad 


04 0000 


° 


*goyszetes ,s1ozyotrdoud sopntout oFzer sty} S9tozs peysdodzooutun rog (T) 


oer reosegresoerevueege (tT) xBo omo0out 


Jo uofzyonpep srojeq sztsyoud Jan 
»eeecees goaguadxa J2uryesedo [RByOL 


ecoeeeecseesere goguadxa Iayi0 TTY 
eooeecreone eee eooeeooe uwolyetosideq 
eooecoeos gouRte3ZuTeM pus sitedey 
eoooooee eco aramod pus ‘480 Sqyu3TT 
on ee 6s ON Oe ae ee ZuUey 
eooeoveoeeesooe QouBINSUT PUB SOxB] 
vovocsccecceoceccscress Sagan pad 
coeooeoeoer ero oo eee settddns e@104S 
eooeooeoooeoeSeoeooorongo BUTS TULIIAPY 
eee ga98em pue setieTes ,seofoTdug 
-tgesuedxe Zurysaedo 
soocosscecsoeoscereeoe WTAIDY SSO 


eoeee grojyestrdoid ZutyIOm jo 1equmN 
eee*° ggo4g zed sytyjord jeu esereay 


eee (aeak sed soutyy) Teaoumn} 4o04S 


sooesoe Rok JO pues AIOYWSOAUT SFBIsay 


°° 


rsek Jo Buyuutzeq AToyUSAUT eBeroay 


eroys zed *ptos spood Jo 3800 ea#BIoAy 
eecorsooee gx04g Zed gseTes Jou eFeteay 


oo@eocoe e000 0 Zartzroder seifo7s gO IsqumNn 


= 23 o 


°3u90 Isd ¢O°O uByy sseT (F) 


eooe@?@ oon 0e eevee ee00e8 XBQ SsuoOoUuTt pue SoTIBeTBes 
ssroyotiderd Jo uotyonpep srojeq sqytyoud 198N 
eS Lo ae Ss ey 6~SOSCSOSS SUT aaedoat maar 


9°T r°L oocosceoeoveeove2ee7000PH 8 BLO ® sesuedxo Ieq to TlvV 
C°O 9°O eero0eeo0e SCH 0F7FH 8B SCAOSCKTH2FFLOG FO CO ES UoTZyeTOsId9q 
G°0 9°0 eoeceeeSCeoee2oee ee 200 © souBUeyoTeU pue sitedey 
9°09 6°90 Ce®ree20SCoeeoer0re eso eee 0 ramod pues y804 Squ3TlT 
eg 6° T SeeeroeseoesoeeesreesscoreeonHneereveseeeonce q4uey 
4°0 9°0 eoLCFCOCORF OHO OL eCEC LE SZE eC Ce aouBINsUt pue sexe, 
1°O T°0 ©COHOTHCEHOOHLOOL FOOD CHOLCOCEC SOC HOHE HOOEEC s}qep peg 
lg 8°0 ©O0F8CLCLOOFCOCOOCOHO®FGLCOXFLCOS CCH OL EEO setrtddns aI049 
(ohN@| C°0 ee Cover eoereon27KHF FOO COC OHO LOO OCHO OCLC EO BZUTSTLISAPY 
3°6 ie 


cecceeeroeeoes SQaBmM PUB SoTIe[es ,soofsoTdmy 
>Sesuedxs Butyesedo 
eooeeeeceooOoeeee ones UTZIBU sso1ry 


wo 
° 


(SeTeS 48N Jo seBequeored se pesseidxy seq) 
VLVC SSOT CNY LIZ0ud 
99 L4 T2 soceeecoreecrse grozetidord BuyyIom Jo IJequmy 
462°9 246°C 908°9 Govcerecccceees gro4g rad Sytjord you eaeraay 
°C 5h G°c seeeecceeoeoe (Bak Jad souyy) Zeaaoumm4 yoo4s 
L04‘°6 026°9 ¢00‘'OT Ge cst 0's sere © Ok SEO SOUS AIOYWSOAUT OB3BIdaVy 
1S4°3 Te6‘°S 96e°6 g ececeee Feak Jo Zuruntseq AIOYUOAUT eBBIsay 
6000S 607 42 LSP Ss $ c°*** ar04s red *‘ptos spoo? Jo ys00 e8ezeay 
8CT*49 OT6‘S¢S O6°0S adic ALE SAAR Mer Sco hd [c S9eTBSs Jeu s2aRBISAWV 
9C - eh ate hls ee But, .10der §9I048 jo Ioqunn 
666 °66% 
0% 
000 ‘ost ma4I 


ae eS 


— ce SSS See ee 


9F61 ‘Bpeueg ‘stseq Kousdnood pus Seles [unauy Jo gunOmy oF 
BUTPIOOOY peTITsseTO S4y[nsed JUpyeiedO — UTeUNOT BHOS UTM sol0jG Gado PT STaaL 


6. JEWELLERY STORES 


A total of 344 unincorporated and 4C incorporated jewellery stores 
submitted usable reports. When classed by size of business and occupancy 
there were too few unincorporated owned stores with sales over $100,000 to 
allow publication of results. The incorporated stores camie within the 
rented class in the three largest sizes of business. 


Trends by Size of Business - Unincorporated (Table 15, page 26 


Gross margins decreased in ratio from the smallest size store to 
the middle range then increased toward the largest size class. An increasing 
ratio of total expenses was balanced by an opposite trend in ratio of net 
profit, where the range was from 25.0 per cent in the smallest size store to 
14.7 per cent in the larger categories. Expressed in dollar volume, net 
profits were smaller in the lowest size class and rose from $1,566 per store 
to $23,089 in the largest size. In all size and occupancy classes stock on 
hand at the end of 1946 was greater than at the beginning of the year. The 
rate of stock turnover increased from 1.2 times in the smallest size store 
to 2.7 times per year in the largest. 


Comparison of Unincorporated and Incorporated Stores (Table 165 page 27) 


Three sizes of rented stores are compared in Table 16. Except for 
the largest class, incorporated stores obtained wider gross margins than 
unincorporated. Net profit ratios of incorporated stores are smaller be- 
cause executive salaries are included in salary expense while proprietors’ 
salaries of unincorporated stores are included in net profit. Incorporated 
businesses paid more for rent but replaced their stock fewer times during 
the year than the unincorporated type of store. 


CHART NO.2 
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7. TOBACCO STORES 


A store, to be included in this classification, must sell more than 
50 per cent tobacco and smokers’ sundries. Other merchandise sold includes 
magazines, newspapers, confectionery, and novelties. Usable reports were 
received from S02 unincorporated stores. When these were classified by size 
of business and occupancy there were sufficient owned stores in only two 
size classes and too few rented stores with sales over $100,000 to warrant 
publication of resultSe 


Trends by Size of Business (Table 17, page 29) 


The gross margin ratios were confined between 14.4 per cent and 
19.0 per cent with no definite trend over the different size classes. Net 
profits in rented stores decreased in ratio with sales volume. Expressed 
in dollar volume, these profits expanded with size from $830 in the smallest 
size store to $5,076 in the largest. 


Salaries increased moderately with volume of sales from 0.5 per 
cent to 4.4 per cent while most other expenses diminished in relation to 
sales. Similar to most other kinds of retail trade, stock held at the end 
of 1946 was considerably greater in dollar volume than at the beginning 
of the year. The rate of stock turnover was less in the larger size stores 
than in the smaller. 
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FACSIMILE OF SGHEDULREI 


PROFIT AND Loss STATEMENT 
= MERCHANDISING STATEMENT 


1. TOTAL NET SALES OR RECEIPTS (INCLUDE ALL MERCHANDISE Less ALLOWANCES: 
INCLUDE VALUE OF GooDs SOLD ON A COMMISSION Basis. MEALS BOLD OR CONSUMED. 
service RECEIPTS. ANO PROPRIETORS’ WITHDRAWALS OF GooDs FOR THEIR Own USE 
AT RETAIL prices) (DO NOT INCLUDE piRECT SALES TAXES AND NON-TRADING 

REVENUES. BUCH As RECEIPTS. DIVIDENDS. RENT: Bao DEBTS RECOVERED. ere.) 


2 INVENTORY OF MERCHANDISE FOR RESALE BEGINNING or YEAR. 
texcLUDE STORE suUPPLIES ON HAND.) 


3. MERCHANDISE PURCHASED FOR RESALE AT INVOICED VALUE, LESS RETURNS, 
ALLOWANCES, casH AND TRADE DISCOUNTS: (INCLUDE puTY. INWARD FREIGHT, 
exPRESS AND TRUCKAGE- EXCLUDE BTORE SUPPLIES BHOWN UNDER irem 16.) 


4, TOTAL, BEGINNING INVENTORY AND MERCHANDISE PURCHASED 
(aod TEMS 2 AND 3) 


SS — ___—_— —— 


5. INVENTORY OF MERCHANDISE FOR RESALE, END oF YEAR. 
(EXCLUDE STORE sUPPLIES ON HAND) 


6. cost OF MERCHANDISE sOLD 
(guBTRACT ITEM & FROM ITEM 4) 


7. GROSS TRADING PROFIT oR MARGIN 
(guBTRACT \TEM 6 FROM item 1) 


EXPENSE STATEMENT DOLLARS OMIT CENTS 


 — 


8. SALARIES. WAGES AND COMMISSIONS paip TO ALL EMPLOYEES. EXCEPT DELIVERY 
(REPORT FULL AMOUNT BEFORE PAYROLL DEDUCTIONS. po NOT INCLUDE WITHDRAWALS BY ‘ 
PROPRIETORS OR PARTNERS OF UNINCORPORATED BUSINESS.) 


a 


ee 


9. TAXES UNCLUDE BUSINESS: PROPERTY AND WATER TAXES. AND LICENCES. po 
NOT INCLUDE INCOME TAX AND DIRECT TAXES COLLECTED BY THE STORE FOR 
THE GOVERNMENT. 


10. INSURANCE UNSURANCE PREMIUMS APPLICABLE TO YEAR REFER TO ALL TYPES 
CARRIED FOR PROTECTION of THE BUSINESS.) 
eS a ee 


11. RENTALS FOR PREMISES USED IN BUSINESS. 


12. HEAT, LIGHT ANDO POWER USED IN YEAR. 


Fo 
REPAIRS AND MAINTENANCE 

(a) OWN ee ee eee 
6 AND INSURANCE 


DEPRECIATION, LICENSE 
13. DELIVERY EQUIPMENT ~__ DEPRECIATION: ICT ES inzagnt 
suPPLIES USED (gas, O1L, GREACE? 
EXPENSE 
(b) TOTAL AMOUNT PAID FOR CONTRACT DELIVERY 


TOTAL DELIVERY EXPENSE 


- — So 


14. REPAIRS AND MAINTENANCE 
(EXCLUDE CAPITAL EXPENDITURES) 


15. DEPRECIATION ALLOWANCES (PLEASE SEE FOOTNOTE ON PAGE 1) 
ie YOUR FIXED STORE AgsETS HAVE BEEN ENTIRELY DEPRECIATED, ENTER NIL 


16. STORE SUPPLIES (WRAPPING PAPER. TWINE. OFFICE supPLies, ETC) 


17. ADVERTISING 


AMOUNT WRITTEN orf DURING YEAR 


18. Loss ON BAD DEBTS Less AMOUNT RECOVERED 


DURING THE YEAR 


TOTAL NET Loss ON BAD pEBTSs 


19. ALL OTHER EXPENSES (TELEPHONE. TELEGRAPH. POSTAGE. BANK CHARGES. INTEREST ON 
BORROWED MONBY useo IN THE BUSINESS. LEGAL. aupiT Fees. ec.) (DO oT INCLUDE 
CAPITAL EXPENDITURE oR PROPRIETORS” or PARTNERS” SALARIES ° ) 


20. TOTAL OPERATING EXPENSES 
(aod irems 6 To 19 INCLUSIVE) 


DOLLARS omit cents 


NET TRADING PROFIT 


a —— ee a eee 


21. NET TRADING PROFIT BEFORE DEDUCTIUNS OF PROPRIETORS” OR PARTNERS’ 
SALARIES OR WITHDRAWALS AND perore INCOME TAXES. 


5 WORKING PROPRIETORS. PARTNERS AND PAID EMPLOYEES 
* A WORKING PROPRIETOR HAS BOTH AN OWNERSHIP INTEREST IN THE BUSINESS AND SPENDS PART OR 
ALL OF HIS OR HER TIME in TS MANAGEMENT. 
NOTE: EMPLOYEES WORKING FOR ONLY PART OF THE REGULAR ANDO NORMAL paY PERIOO ARE 
PART-TIME EMPLOYEES. ip BUSINESS ss INCORPORATED. WORKING EXECUTIVES AND OFFICIALS sHOULD 
Be INCLUDED IN SECTION 4. item 8. 


1. TOTAL SALARIES OR WITHDRAWALS OF PROPRIETORS oR PARTNERS IN 1948 


FULL-TIME EMPLOYEES 


2. WHAT WAS THE AVERAGE NUMBER 
OF PAID EMPLOYEES IN ie4er 


PART-TIME EMPLOYEES 


ae 


ECARS OMIT CEenzs 


TOTAL FIXED ASSETS 


(A Less ® 
a a 


ASSETS SOopwiLL, OfPERRED CHARGEs, SINKING FUNDS 


TOTAL ASSETs 


—— 


TOTAL UABILIMES AND NET WORTH 


SSS 


DOLLARs omirTr CENTS 


BALANCE SHEET FoR YEAR 1947 


CABH ON HAND or IN BANK 


TOTAL FIXED ASSETS 
{A Less Bp) 


OTHER 
ASSETS GOopwiLL, DEFERRED CHARGEs, SINKING FUNDs 


TOTAL ASSETS 


LiaBr Lities 


HOLDERS: Equity) 


NET WORTH 


SURPLUS ACCOUNT 


DOLLARS omir CENTS 


a a ee 


rae 3 —_ ie = 
IN ORDER To PROVIDE COMPARABL 
FIGURES FROM YEAR TO YEAR, TOTAL SALES FoR 1948 
PLEASE state Your TOTAL Sales, 


(SALes FOR 1948 SHOULD AGREE 
WITH AMOUNT GIVEN In SECTION), 
4. TEM 14) 


NAME oF FIRM 


DATE oF REPORT. SIGNATURE 
= 


PERIOD COVERED FROM 


DEFINULIONS«.cAcre; 


PROFIT AND LOSS 


NET SALES represent the dollar volume of business done. Allowances and dis~ 
counts granted to customers and value of goods returned by customers 
are deducted from gross sales, but sales of meals or lunches provided 
employees and any goods withdrawn by the proprietor for personal use 
are included. 


GROSS PROFIT is the difference between the cost of merchandise sold and the 
selling price. The cost of merchandise sold is calculated by adding the 
beginning inventory to net purchases and deducting the ending inventory. 


OPERATING EXPENSES are the amounts paid out for any and all expenses incurred 
in the operation of a business, except the cost of merchandise. These 
include: 


laries a) apes (except delivery) - paid to employees 
before deduction of income taxes or unemployment 
insurance. Proprietors’ salaries or withdrawals are 
included in Net Profit (in independent store operations). 

Taxes and Insurance = business, property and water taxes, 
and insurance premiums carried for the protection of 
the business. Income taxes and other taxes collected 
for remittance to governmental bodies are not included. 

Rentals ~ monies paid for premises used only in the business, 

Heats light and power expenses = amount paid for these used 
during the year. 

Delivery expense = includes salaries paid to delivery men» 
truck repairs and maintenance, depreciation, licences 
and insurance on delivery equipment and supplies used 
in connection with delivery (gas, oil» ete.). 

Repairs and maintenance - incurred for the purposes of keeping 
fixed store assets operating efficiently (excludes 
capital expenditure). 

Depreciation = allowances to cover decreases in the value of 
fixed store assets. 

Store supplies = used in the business during the year = 
wrapping papers office supplies. 

Advertising 

Loss on bad debts = during the year = amount written off 
less old debts recovered. 

Other expenses = telephone, telegraph, postage, bank charges» 
legal fees) collection and auditing fees, etc. 


NET PROFIT is the difference between gross margin and total expenses» and 
includes proprietors’ salaries and withdrawals. 


STOCK TURNOVER is the number of times in a year that the merchandise is sold 


and replaced . The average of the beginning and year ending inventories 
is divided into the cost of merchandise sold. 


ASSETS 


Cash on hand © or in the bank represents the amount of 
eash at ee end of the year. 

Net accounts ; ble - are all notes and accounts owing 
to the baa tness at the end of the year less any reserve 
ao coe accounts. 

ntvories - represents the cost value of 
menchandi ge on hand for resale but does not include 
store supplies on hand. 

Other current assets includes assets which may be converted 
into cash, if necessary, within & reasonably short time, 
such as prepaid insurance, office and store supplies, 
Dominion of Canada Bonds. 

Fixed assets (net) = is the book walue of land, buildings, 
furniture, fixtures and equipment less any reserves for 
depreciation. 

Other assets - include deferred charges = items of expenditure 
from which future benefits are expected - intangibles 
such as goodwill, investments of a permanent nature not 
readily converted into cash. 


rent liabilities - are obligations which must be paid in 
the near future and represent accounts receivable or 
any item that may be considered as a direct lien against 
ea assets. 

abilities - (includes fixed liabilities) = mortgages» 
Pees bonds and long-term notes, accrued expenses 
such as taxes or rent due but not yet paid, and prepaid 
or deferred income - money received in advance for which 
goods or services have not yet been given. — 

Capital stock = as applicable to incorporated companies 
represents the investment account of the stockholder 
in the capital shares of the corporation and does not 
exceed the amount authorized. 

Surplus - as applicable to corporations includes earned 
surplus from operating profits, capital surplus» from 
premiums received on the sale of capital stock, and 
surplus reserves. 


Net worth - is the difference between total assets and 


total liabilities and represents owners’ equity in 

the business. This is composed of capital stock and 
surplus. 

Note: In unincorporated firms capital and surplus are 
not shown separately because the majority of reports 
from these firms did not separate surplus from capital. 
For practical purposes» then, net worth represents the 
capital of unincorporated businesses. 
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OPERATING RESULTS AND 
FINANCIAL STRUCTURE 
MISCELLANEOUS RETAIL STORES. 1948 


INTRODUCTION 


This report continues the series of bulletins published in 
1944, 1945 and 1946 on operating results in retail trade. It con- 
tains the operating results and financial structure of a group of 
Miscellaneous trades - country general stores, restaurants, fuel 
dealers, drug stores, jewellery stores and tobacco stores.. Country 
general stores were formerly included in the bulletin "Operating 
Results of Country General and Dry Goods Stores", 


An important addition to the 1948 studies will be found in 
the analysis of Balance Sheet data of the responding firms. This 
provides information on the financial position of the various trades 
by size and occupancy groups. From this additional information, 
many useful ratios are made available such as those between balance 
sheet items, known as static ratios, and those obtained by relating 
the operating figures, known as velocity ratios. 


These studies do not attempt to deal with methods of 
Operation or their possible improvement, but present operating and 
financial statement ‘averages’ for independent retail trades by size 
and occupancy classes. Hxcept for one trade no regional analysis 
has been made, the sample having been designed to produce national 
averages only. 


In some trades the results of both unincorporated and 
incorporated businesses have been shown while in others the sample 
comprised only unincorporated stores. In the profit and loss sections 
the salaries figure for incorporated firms includes remuneration to 
executives, while for unincorporated stores, proprietors' withdrawals 
remained a part of net profit. In the balance sheet sections segre- 
gation of capital stock and surplus was possible for incorporated 
firms, but the majority of unincorporated firms reported the two 
items as one amount ~- net worth. 


Chain stores are dealt with in a separate survey alternated 
each year with the studies on independent stores. 


USE OF OPERATING AND FINANCIAL RATIOS 


An orderly system of bookkeeping is essential if the best 
use is to be made of the ratios in this report. Reference should 
also be made to the list of definitions provided on pages 4 and 5 of 
this bulletin. Following are a few brief comments on both the Profit 
and Loss Statement and Balance Sheet results, illustrating the use 
and purposes of this study. 


PROFIT AND LOSS 


The retail merchants reviewing his year's operations and 
planning improvements and economies in certain phases of his activ- 
ities, may become aware of the following important questions: 


1. What is an adequate profit for his line of business? 


2. What amount of inventory should be carried and how 
many times a year should it be turned over? 


3. What proportion of sales should be paid out in wages 
to employees? 


4, What part of sales should be spent on other operating 
expenses? 


This bulletin presents ‘average’ results for comparison 
purposes. All major profit and expense items are expressed as per~ 
centages of net sales. Where there was a sufficient number of 
responding firms, this information was broken down into five sales- 
size classes for owned and rented stores. 


Certain refinements in expense items have been made by 
segregating delivery expense. In some trades, this item is shown 
separately while for others it is included with ‘other’ expenses. 

The components of this item were contained in certain other items in 
previous bulletins. This has had an effect on comparisons with 
expenses shown for previous years in earlier bulletins of this series. 


BALANCE SHEET 


The financial effects of changes in operating plans and 
policies may be observed by comparison of balance sheets for succeeding 
years, As this is the first study made by this Bureau on Balance Sheet 
data we can present only the item averages as they stood at the end of 
1948. These averages and ratios, however, should be of considerable 
value as an indication of what a merchant's own financial position 
might be. Where possible, a division has been made by age of business 
within size and occupancy groups. An analysis of financial statements 
should produce the following information. 


1. Ability to meet current and long-term obligations. 
2. Owners’ net worth or equity in the business. 


5. Potential productivity of the business. 


Important ratios from the Balance Sheet are: 


Ike Current assets to current liabilities = often called the 


“current ratio". This ratio indicates the ability of 
the business to meet current obligations out of current 
assets. Its changes indicate whether a business is 
gaining or losing working capital. 


2. Current assets to fixed assets: Fixed assets should 


not be expanded at the expense of current assets needed 
for operating expenses and inventory purchases. De= 
creases in this ratio may indicate any tendency toward 
over~investment in fixed assets. 


3. Net guick assets to net worth: The ratio of net quick 


assets (current asseta minus current liabilities - also 
called working capital) to net worth discloses how much 
of proprietors’ capital or net worth is in the form of 

quickly convertible assets free from current obligation. 


4. ijabilities to net worth shows the relationship between 


total debt and owned capital. This ratio will fluctuate 
at times when seasonal buying creates higher liabilities 
while net worth remains uniform. 


Ratios of particular use in dealing with other aspects of 
business may also be calculated from figures in this report. A 
division between capital and surplus was not feasible for businesses 
of individual ownership or partnerships. 


VELOCITY RATIOS. These are ratios between ¢<rtain profit and loss 
and balance sheet items. 


1. Cost of merchandise sold to inventories is a fairly 
A 


uniform ratio and is a good test of efficiency. 
decrease in this ratio will indicate an overstocked 
condition. Because beginning and year-end inventories 
are shown in the profit and loss statement, this ratio 
or rate of stock turnover is calculated from the average 
of these two inventories and is shown with the profit 
and loss tables in this bulletin. 
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2. Seles to net worth, or in the case of incorporated 
firms to owned capital, determines the relative use 
of capital in conducting business. After a certain 
ratio has been eatablished to govern employment of 
capital for a given volume of sales, any fluctuation 
will indicate to what extent capital is being accu- 
mulated beyond profitable investment or wice versa. 


3S. The ratio of sales to fixed assets measures the 
relationship between sales and the investment in 
fixed assets to produce such sales. This ratio is 
of lesser significance fin the rented class where 
there is a smaller investment in equipment than in 
owned stores. Fluctuation in prices must be con- 
sidered in comparing this ratio over any long 
period, because fixed assets are not re-valued as 
prices of goods sold increase or decrease. 


4. Net profit to net worth ratio shows the relationship 
between net profit and the proprietors’ equity in the 
business. 


Other velocity ratios may be calculated, one of which is 
"accounts receivable to sales". This ratio is of value only where 
the amount of credit sales is known. This study did not ask for 
this information, but the quarterly series "Retail Consumer Credit" 
published by the Merchandising and Services Section of the Dominion 
Bureau of Statistics contains information on this subject. Cash and 
eredit sales, and accounts receivable subdivided into instalment and 
charge accounts are published in the form of indexes for 16 trades. 
Basic data to make comparisons may be taken from tabulations of the 
1941 Census of Merchandising and Services Establishments. 


Newfoundland was not included in this survey. 


= 2 2 2a = 2S 


The assistance and guidance of the CANADIAN RETAIL FEDERATION 


throughout this survey is gratefully acknowledged. 


SUMMARIES, CHARTS AND TABLES.......... 


le COUNTRY GENERAL STORES 


Stores classified as "country general" carry a general line 


of merchandise and are situated in localities of less than 2,000 


population. 


Other commodities generally handled include clothing, dry goods, 
Shoes, hardware and tobacco products. 


Profit and loss information was received from 427 unincor- 


porated store’. Separate results are shown for rented and owned 
stores within each sales size. 


results 


Food sales usually form a large part of the business but 
if more than 80% the store is not regarded as a country general store. 


il 


Balance sheet data were supplied by 216 firms and submissions 
from owned stores were sufficiently numerous to permit tabulation of 


by age within three of the larger sizes. 


Some of the more significant observations derived from an 


analysis of the average operating results and financial structure in 
1948 are reviewed below: 


1. 


Gross profits decreased slightly while operating expenses 


absorbed a little higher proportion of sales, with the 
result that the net profit ratio declined in 1948 compared 


with 1945 and 1946 (1945- 6.8%, 1946- 6.6%, 1948- 6.0%). 


Inventories accumulated more rapidly than sales between 
1946 and 1948. Stock turnover was 4.2 times in 1948 com- 
pared with 4.8 and 4.7 times in 1945 and 1946. (Table l, 


page 12). 


Gross profit ratios varied for different sizes of business, 


but not in a regular pattern related to volume of sales. 


Net profit ratios, on the other hand, were largest in the 


smaller stores, although this trend is not completely cone 
sistent in the case of rented establishments. 


Salaries and wages occupied a more prominent position among 
the expenses of the larger stores, a condition which is 
common to all retail operations. Part of this @ifferential 
wage cost is overcome by the diminishing proportion of ex- 
penditure on occupancy items for the larger stores. The 
rate of stock turnover increased from 2.5 times in the 
smallest of the owned stores to 4.7 times in the largest» 
and there was a corresponding wide and increasing range in 
the case of rented stores. (Table 2, page 14). 
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5. Owned and rented country general stores were in very 
similar positions at the end of 1948 as concerned the 
current ratio’, with $4.11 and $4.14 current assets 
for every $1.00 of current liability respectively. In 
all ages size and occupancy segments, net quick assets 
were more than 50% of net worth, and total liabilities 
in no case exceeded 40% of net worth. 


In both owned and rented stores, the larger sizes of © 
business utilized fixed assets to better advantage in 
producing sales than did the smaller stores. In owned 
stores, sales per dollar of fixed assets ranged from 
$6.44 in the smallest size to $11.60 in the group with 
sales of $100,000 or over. In rented stores, where there 
was no real estate investment, sales per $1.00 of fixed 
assets ranged form $21.82 in the smallest to $50.58 in 
the largest size class. (Tables 3 and 4, pages 15 and 16). 


Table 1. = Operating Results of Country General Stores - 1945, 1946, 1948 


re 


ia | 
| Item 1945 | 1946 


Fs 


| BROWS Taporting: se ecucasasc ees ee NOG Soon 607 
Average net sales per store ........04 $ 42,492 47,764 
| Average beginning inventory ...-ssese0 # 75394 7,521 
_Average inventory, end of year ....... $ 7,977 9» 266 
| Stock turnover ........ (times per year) 4.8 4.7 
Grogs prorits Aha: Bava aia’ Woe eee ites ea rae 15 .4 15.5 
| Operating expenses: 
| HEmployees' salaries and wages ......s. 3.9 4.35 
|, DOCUPARGY 5.4 wa 0es ou paleoteattee axa 205 200 

Store *aipy is Gar vave a kee sae we eae eee 0.8 007 
| Advertining? 455.0. ay sewn ae eas Ol Od 
| ALP OtheF¥ expetiser . i i554 556 ceeee eee 1.3 1.5 
| Total operating expenses ..ccsccvcccscce G6 | 8.9 
| Net profit before deduction of proprie- | 

tors’ salaries and income tax ceoveceee 6.8 6 6 


(Items expressed as percentages of net sales) 


Jo OF 
NET SALES 
20 

I 

iS 

O 


RENTED 


BY AMOUNT OF ANNUAL SALES 
NET PROFIT + SALARIES + OCCUPANCY + OTHER EXPENSES 


MB NeT PRoriT ZZSALARIES [ojoccurpancy [7—]oOTHER EXPENSES 


GROSS PROFIT 


OPERATING RESULTS OF COUNTRY GENERAL STORES, 1948 


Te OF; 
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Table 4.--Country General Stores - Rented - Financial Structure 
by Size of Business, December 31, 1948 


Total 


$20,000] $50,000 : 
Sethi eee wy fe React Sore 
$49,999 | $99,999 890, 000) 


$ 


Assets 
Current assets: 
Cash ‘onshand var im bank 4.01. we cists e's 6,219 3S» 786 
Net accounts receivable secceccecces 15, 954 6, 052 
Merchandise inventory ...ceescccsees 29,605 16, 084 
Other current GS8ets «sad as oss sce us 4,160 1,354 
Total current assets ....<+. 5 atin otek a ake 20,659 53, 938 275276 
Net Tixed esset er ucs ss sscuw an eg ete 4 ~ 15439 53675 2,118 
Other ASSES cocccecsccvceccaseseseces 79 15393" 471 — 
LOGGL, GMAO Ge) nests wis ssa) sie\aracqupeeters site ictere sie 10; 879 29, 865 


Liabilities and Net Worth: 


Current liabilities ..cccsessnesvnvnns 65 586 
Oulart Od Ges: va.0s nes segs a4 Ae 472 
Total liabilities oeeeeoereoeo0Ve ses 0025359909080 15,997 4,710 15,288 74058 


Net Worth COST SOF FHS HOGS OCHCHROHMOFCEC SATE H EHD 


Total Liabilities and Net Worth oore808 0 10,879 Deel 59, 006 29,865 


| 
Sales eoOeecereere ees erseeesere® ereeotosenes aU 665 049 185, 150 | 92,111 
Net Protey eecoeoes ee ereorw on eoeeveree7 e582 208800868 1, 946 3,679 12,5 646 | 5, 818 
Ratios: 
Current assets to current liabilities. 4.68 3.81 4,14 
Current assets to fixed assets .....0. 14.36 14.68 12.88 
Net quick assets to net worth ....e...- eee o91 Pa | 
Liabilities to net worth. .<aucsosscaee see sao Pi. 
Sales to net worth ........ SMES |: PERE EOE 3.78 4.24 4,04 
Sales to fixed assets e@eee0ereee270e8220000 45.90 50.58 43.49 


6ou Py! Py. 


fet profit to. nee worth .es.caec ees bas 


17 


2. RESTAURANTS 


Included in this study were those restaurants which had 
as their main activity the provision of meals. Those with sales 
of tobacco, candy and other merchandise amounting to more than 
20% of sales were not used. 


Reports giving detailed profit and loss information were 
received from 275 independent unincorporated restaurants. Results 
are presented by sales-size classes for both owned and rented vest- 
aurants. 


Balance sheet data were supplied by only 110 firms and 
it was possible to present results only for the three largest 
sales-size groups of rented businesses. 


The operating results and financial structure of rest- 
aurants in 1948 are summarized below: 


1. While the gross profit of restaurants remained very 
close to the 1946 level of 37.2% increased operating 
expenses during 1948 reduced net profit from 8.6% in 
1945, and 8.0% in 1946, to 6.9% of net receipts in 
1948, Salaries and occupancy costs increased as a 
proportion of receipts in 1948, and these were the 
most important factors contributing to the decline 
in net profit. (Table 5, page 18). 


2. In 1948, the largest restaurants showed definitely 
higher gross profits in relation to receipts. From 
a low of 31.64% in the smallest size class the ratio 
ranged to 39.03% in the largest of the rented estab- 
lishments. The trend was quite similar for owned 
restaurants. Operating expenses also became higher 
with increased volume of sales and the increase 
corresponded closely with higher outlay for salaries 
and wages. Net profit ranged from 9.48% of receipts 
in the smallest size group of rented establishments 
to 5.40% in the largest class of owned restaurants. 


(Table 6, page 20). 
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3, At December 31, 1948 the average ratio of current 
assets to current liabilities was 1.81, and the range 
was from 1.60 to 2.00 over the different size and age 
groups of restaurants. In the two size classes for 
which an age breakdown was possible, restaurants 
established for at least 10 years had a more favour~ 
able "current ratio" than did more recent business 
entrants. This ‘age' advantage of the older es~ 
tablishments is reflected also in other ratios 
indicative of relative financial positions. (Table 7; 
page 21). 


Table 5. - Operating Results of Restaurants ~ 1945, 1946, 1948 


Item 


Restaurants reporting covcesceeecccoes NO} 445 
Average net receipts ......-ssaceuee .- $ 45; 956 
Average beginning inventory .....0.e. . $ 873 
Average inventorys end of year ....... $ 965 
Stock turnover ........ (times per year) 31.4 


CRORE. PIGTED acess sek dalad nee ee Meryem es 
Operating expenses: 
BElari Ge Gnd WHSO6. .<ceccs0 0o ae wee ewes 
WE CONENGY 2 oc 4 sp oo sks ee Ee ok ae 
BLOre BUDDIES .ccenve csc era anne oe ee 
POVGSET EINE Bae eta sc chuiess 5 cee hae eo 
ALL CGHeT GEPUUHOS «a4 os oa ks ee Ree ee Te 


Total operating Expenses .s.esseosss ease 
Net profit before deduction of proprie- 
tors' salaries and income tax .e.cceee 


—E 


(Items expressed as percent of net receipts). 


OPERATING RESULTS OF RESTAURANTS, 1948 


BY AMOUNT OF ANNUAL SALES 


Jo OF 
NET SALES 


oe 


RENTED 


NET PROFIT + SALARIES + OCCUPANCY + OTHER EXPENSES 


GROSS PROFIT 


6 

[he 

Oz 
7) 

hr 0 ° o ° bl 3 
¥ o (2) WY] N i. 


TO 
$ 99.909 


GM Net prorit [_]sacaries [7] occupancy [__] OTHER EXPENSES 


TO 
$ 49,999 


To 
$ 19.999 


eP’g e@oeoesocevereoeeeorere eee oer xey euoouUTt 
pue setietTes ,szoqzetadoid jo 
uoTzyoOnNpep estojeq 4ytTjord Butped} en 
09°2e eeereececoee gosuedxe SutTjietedo [eyo] 
Vole oocoerereeceoe sesuedxe IeqzO Ttv 
ea eerreveeeoe ©8920 SsOT 4949p peq JON 
~ ceeeee peteaaooet qunows ( sseT) 
- cereres (JJO ueyfTIm) SPqep Deg 
62° eoo0e te Ge Oeroaeoeseeroe SUIS TILOApY 
A Ne eee 66° ae T6° Ege | 96° 9O°T eeeee oo 2080900908 se ttddns e104 
oo°T 6e°T 70° T 64° yS°T 6T°% BS"1 68°S eseeeee SeOUBMOTTS UOTPeToOoIdeg 
4e°T 49°T 98° T G0°T 9E°T 4e°T ic, oad 69°T eooccees gouBUeqUTBM Due sItedey 
0°? vrs ES°s EG°S 98°S ye"< G4°e T6°? ceesereos Jomod pus ZUSTT *78eH 
60°2 CC°? Fee? LS ae a | ee oe ecoenevoeoce De eoevneene0e Getoeaeeode qusy 
62° 62° eee cae 6S° Tee 6%° 69° COS8FCCOHReESCLCF eFC HSE THEHOO goueiInsut 
OF" og — 9° 99° 96° 16° 96° see ereescceevccesoeseroes gaxpr 
G8° 0? Of°6T 9T° 9T 80° TT OT° 2? oS° ST 80° ST O2°OT ° geSem pue setie—tes ,seesoTdug 
| :sesuedxe Zutyeredg 
0° 6S 69° LE 8S° SS 79° TS 9¢°8¢ 96° GE T6°2s 03° es Say + ee ee Sree a ae ae ey 
(seTes yeu fo Jueo Jeg) 
VLVd SSOT INV LIA0dd 
Tas 's 806 *T Cod 39S CLS °S asg 06 ST ¢ °° aIvek Jo pue ‘AToJUeAUT eFeIOAY 
WIT *s 9T8*T | 606 EE 240 °F 784 | 206 809 g cece AToqueAUT SuTuuT seq exereay 
OPP ‘28 286 ‘FP SES *eS G9S ‘OT Ped SOOT 669°SP 008 *22 eS ‘OT drerre* pTos spoos fo 4ys0o e8eteay 
HES ‘SST 66T 3d 499 ‘bE $SP ‘ST OS? *S9T TSO ‘99 060 *¢¢ 6TS*ST $ Juseineyser red setTes you evetesAy 
92 | Sh 06 82 4 cr oe lL Bein dutytoder sqyuemeyser Jo requmy 
+ a t —— $$ 
6 € 66 6 6 6 } ‘ 4 ¢b | 
x89 eae 6 soe Sek oe TH | 049 ee i ss ls see SU 
000‘00T$ | goo toss | o00toz$ | oootoT¢ || 000°0OTF | oootos$ | o00%0%$ | 000 ‘OTS meng 
CaLNa4 I C2 ee Tom Ae = . oe = 


8P6l <STseq Aouednoog pue euMToOA seTeC Tenuuy 


OF BUTPIOIOV PSTITSSCTD SjrNsey suTyeredg - sqyuemeqsoey--°9 sTqeL 


20 


N 


pt — — 
PG? e9° os? cee 4° eQe 29° LP? e@oeeeeceas UZIom qeu CLE 4tjord qeN 
08°OT Ge° TT t Sect PS° et Ge°oTt 48°6 ee° TT G8°2 “sercerece* $4088 PEXTI 09 seTug 
40°8 64°6 6° 4 VPs BS° 44°9 48° 4 P6°S “orecececceses UIIOM YoU 09 SeTRg 
6E° ag9° Cer 63° 8¢e° tA Sk Ce 6° eeeneovee U4IOM {ou 04 SOTUTITTQeTT 
7S° Ge° Gs° 98° ¥S° O¢* 02° 6T° "°* YZTOM Jou 04 SqZesse Yotnb yon 
Ta? 84° 94° | eG" b4° 9G° 13° ¢S° “* sjesse pexTs 04 sqesse quering 
T3*T (3 pe beat 8 6° T 00°2 hs Bae § T6"T 26° T 06°T ee Sf GEMS oi * 8 3e < orang tr 
queTINS 04 szesse yuerany 
L i * SOFT BY 
90% SF Ge *6 EI °F 998° SLE SF B49 4S SS &S $69 S atch chai ae ek 6 Fe: 
G99 *G9 a a | S0¢ £4 266 $94 ie 64269 | 990 *S | wake | EBS ‘SE SEES OS Sae® BS ee Se ee mS aes 
a 
Ars’ tL oGh §Se ves Ser 644 *TT 8T6 °eT oe9 9 ITF SS 664 %4 “e* UILOM FON PUL SOTYTITTQeTT TeIQoZ 
4 = iF + t- —}— + 
SET *8 198 ‘PT Be *6 OcT *6 98¢ *6 TSO &S | OSh °F 8T9 SS “Se er ee eer ce eee cas 
ele °F T68 *8 940° 69 *c oS §S LO9*T ‘l 966 TSt *2 eS Re ee ee Pee eer maiass oe 
= — —— +— 
928 aH 619 ed O4S 642 888g 8I¢S 92 066 eceeteoeoeecev veces SOTUTTTQetlT 18040 
98S '¢ chs $9 90S 2 08S 62 GPS FS €80 *T O46 Teter ‘= o poee MU REOTSTCTASey Wyuna ns 
*UZLOM JON PUB SOTUTTIQaTT 
— é Le x als | | 
4bSSTT eGd °Se VES °c 644 °TT 816 *eT eS9 §9 ITP SG | 664 *4 “Se EO hee os aS seu keee TCT 
| E yi | ie ie il 
SS6 l O44 | eBOrtT e388 866 ST 882 oBy L460 *T "Si ae See” se anseurarin 
640 *9 CS6 eT HOP *9 45T $9 969 <9 949 *¢ E40 6S GSS ‘*P “wa eles "Ap ‘S3Sseue nar reso 
SIS *? 4¥0 SOT SEB SF 6S24 °F b26 °F 890 2 gE AVE 4928'S ceoeeescece* S70S8e {ueLINS TRIO] 
89¢e | OTP *T | 90¢ 68¢ | ote | got E8T 62 cercceeces Sqosse QueZINO req90 
Eh ST GE9 8S BET *2e Cbd ST L9G 8e Chk E48 bL9 seesceecs ATOZUSAUT OS FpUByoIEy 
96 OF %S SY g9 9ST SS E86 oe ecees ETQBATSDEI squNODOR Yen 
8TT &s 646 °F OFS °S 08S*c 840 62 4£0 *T 684 T8e*T oeeeese yueq uf JO puey uo yseg 
| °Sqyosse quoting 
ee ee ee ee $ $s is __ Byessy 
(000 ‘oe# I9A0 sieek IOAO 2 sivek 
LeA0) IaAQ pue | TRIO sieaf OT | oT repugq TEI O8 sipolk OT | OT tepug (yUeINe{YseT zed esete Ay) 
se2ztg Te : oun ; %) Wey 
Teq0], B00 COTS a 666 “66$ ~- 000 ‘OS# | 666 ‘6% - 000 ‘08h =) 


‘ssoutsng gO 2 


8P6T “TE Lequsoaq 


22 


3. FUEL DEALERS 


Firms included in this classification carried on the 
retail sale of coal as a principal activity» some of them selling 
lesser quantities of wood, ice or fuel oil. 


Profit and loss information was returned by 246 unin- 
corporated and 85 incorporated firms. Results have been summa> 
rized by sales-size classes for owned and rented businesses 
separately. Balance sheet items have been compiled for 151 unin- 
corporated and 60 incorporated firms which contributed information. 


Method of delivery and souce of supply introduce fea- 
tures which lead to variation in operating results for this trade. 
In this report, therefore, are tables showing operating results: 
(1) as between "own delivery" and "contract delivery" dealers, 

(2) by regions. 


Summary observations are as follows: 


1. Both unincorporated and incorporated fuel dealers 
operated on smaller gross margins in 1948 than in 
1946, but were also able to reduce the proportion 
of sales devoted to operating expenses. In 1948; 
unincorporated dealers netted a profit, before 
allowing for proprietors’ salaries, of 5.4% of 
sales compared with 5.0% in both 1945 and 1946. 
Incorporated businesses had a net profit of 2.1% 
of net sales in 1948, slightly lower than the 2.4% 
realized in 1946. (Table 8, page 23). 


2. While the trend of gross profit in 1948 was somewhat 
irregular over the sales-size classes of unincor= 
porated dealers, there was some evidence of a decline 
toward the upper end of the sales-size scale. Total 
operating expenses followed a similar pattern, ranging 
from 16.48% of sales to 14.76% in owned; and from 
18.81% to 14.30% in rented business» progressing from 
the smaller to the larger dealers. Net profit ratios 
generally decreased in the larger businesses. Delivery 
costs» forming approximately half of total operating 
expenses, were irregular in trend and ranged from 7.13% 
to 10.00% of sales. (Table 9) page 25). 


3. At December 31, 1948 unincorporated coal dealers 
averaged $1.93 and $2.60 current assets for every $1 .00 
of current liability for owned and rented businesses 
respectively. For every dollar of net worth, owned 
businesses transacted an average of $4.57 sales and 
rented businesses $5.57 sales. Dealers operating from 
owned premises averaged $9.08 sales for every $1.00 of 
fixed asset investment. Dealers in rented premises, 
with smaller investment in fixed assets, transacted 
$19.22 sales per $1.00 of fixed assets investment. 
(Table 1l, page 27). 
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4. Fuel dealers of the incorporated type had a "current 
ratio" of almost 2 at the end of 1948. Current assets 
to current liabilities ratios were 1.90 to 1 for owned 
and 1.94 to 1 for rented businesses. Dealers operating 
from owned premises transacted $9.40 sales per $1.00 
of capital and those using rented premises, $14.85. 
Sales to fixed assets were in the ratio of 9.67 to 1 
and 29.61 to 1 for the two types of occupancy. The 
results of ‘owned’ dealers shown in this table re- 
presents only the one size range of $100,000 or more 
sales. (Table 12, page 28). 


5. Unincorporated fuel dealers in the Prairies and British 
Columbia operated on higher gross margins than did 
those located in other regions of the country. They 
also spent proportionately more on delivery and had a 
higher net profit in 1948, With few exceptions, these 
higher ratios for Western firms held true for all size 
groups for which results are shown. 


Incorporated dealers in the Praires and British 
Columbia obtained much higher gross profit ratios, 
spent more on delivery and netted greater profits 
than did those in eastern Canada. (Table 13, page 29). 


6. Both unincorporated and incorporated fuel dealers 
operating their own delivery equipment obtained 
greater gross profit ratios than did those whose 
delivery was done by contract. Total delivery cost 
was not significantly different between the two 
delivery methods. 


Wages paid to deliverymen formed 58.7% of total 
delivery cost in the case of unincorporated dealers 
performing their own delivery, and 58.3% of total 
delivery cost in the incorporated group. (Table 14, 
page 29). 


_Table 8. - Operating Results of Fuel Dealers - 1945, 1946, 1948 
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MGG16rS TepOrting® eeeceessss NOs 
4 64, 300 


Average net sales .....-ccccse $ 


Pipe EBLUL JU taiets «date « o4ie 40 as > O00 
Operating Expenses .o.s esses sees 
Net profit before deduction 

Gi inoomevtext: tb) «s sco ey. sree tols 


48) For unincorporated, this ratio includes proprietors’ salaries. 
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Table 10.--Fuel Dealers - Operating Results of Incorporated Firms Classified 
According to Annual Sales Volume and Occupancy Fasis, 1948 


$50» 000 
to 
‘$99,999 


Item 


000 
$100, 000 eyes $100, 000 
and Over $99,999 and Over 


Number of firms reporting ..--seeee 9 
Average net sales per firm ...... $ 76, 890 
Average cost of goods sold ...... $ 59,393 


Average beginning inventory ..... $ 24.270 
Average inventory, end of year .. $ 25544 
Stock turnover (times per year) ... 24 .68 


PROFIT AND LOSS DATA 
(Per cent of net sales) 
GroSS profit wcscscccccovsecsccees 
Operating expenses: 
Employees’ salaries and wages 
(except delivery) so.cdcas-s 
jice (-|: oe) eee ee ee ee eo 
INSUPANCE soesvsscvesesevesesce 
FOGG. o:atata © is’sua%e-< 9 ahs Panstorayeieleeraeas exe 
Heats light and power .osecrece 
OLIN OLY a 6% + ews .an sas \ccie on vide ee we 
Repairs and maintenance ecececece 
Depreciation allowances .....0.6 
Store supplieS ..-.cceccccssease 
PAVOTCLISIN oa secede soc tae etdie wt 
Bad debts - written off .....<. 
(Less) amount recovered ...... 
Net bad debt Loss ssscsscsctnae 
All other expenses ..ccccccecse 


Total operating expenses ..eccceace 
Net tradine profit before deduction 
Of income tax ..csacsccsccesceses 


249,081 
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Table 12.--Fuel Dealers - Financial Structure of Incorporated Firms 
by Size and Occupancy, December 31, 1948 


OWNED RENTED 
Total 
| Item (x) $50, 000 all Sizes 
{Average per dealer) $100, 000 Vita 99 | $2100, 000 (over 
: and Ove 20» OOO 
Assets $ 
Current assets: 
Cash on hand or in bank ..... Arete 65449 23006 
Net accounts receivable cosscececce 19,439 35,444 
Merchandise inventory ..cccccecove 19,012 13,412 
Other current assetS .sccsssacccce 3,624 9, 543 
Total current assets e@oooereanovreeveoe eo 48, 524 60, 951 
Net fixed assets @eoeoeveseee?ooce0002e%0 28,817 12, 024 9, 780 
Other assets @ecceoevoese cer eoeeovor 2008 3» 004 5» 809 59 482 _ 
oleh BEseEA dink nesnie Sa ple oe 80, 345 765213 
: : 
Liabilities and Net Worth: 
Current liabilities eoVerooteoee2 60029070 255568 
Other liabilities eoeteeexeoeocre9979268800080 8,870 A 
POURL Lim ta CIO Sedausk cdee been wan 34,438 | 10, 907 48, 855 38, 621 
Ce TAD ej A RAR Aree AiR Aa oe Geko serene 45, 907 | 13,742 46,314 375592 
| J 
i 


Total Liabilities and Net Worth ...-..- 80, 345 24, 649 95,169 


Sales eeeoeoroeeoe Coen 0727008 2FC GSTS BF OTK Oe 278, 722 80,6351 367s 060 
Net Profit SNL At ALhiutank.eataelavare Giie eddie Stele cee 59574 | 653 8,589 


i 
| 
| 


76,213 


289, 586 


Ratios: 

Current assets to current 

DAMUL AL CLOG. wwarkins nd Mawes ee 1.90. | 1.96 1.94 
Current assets to fixed assets ..... 1.68 | 4.86 6 043 
Net quick assets to net worth ...... oO | °60 o81 
Liabilities to net worth .....cccooe Pe Pe ke 1.05 
SLR: BODO UAL: ons eaao e eewaeeae ee 9.40 | 6 47 16.54 
Seales to fixed assets ...sccecccccce 9.67 | 23.16 30.53 
Net profit to net worth ....cocccees ae 048 019 


(#) See definitions on page 5 for more detail description. 


29 


Table 13.--Fuel Dealers - Comparison of Gross ERoti ts Delivery and 
Net Profit by Size of Business and Region, 1948 


INCOR- TT yh 
PORATED UNINCORPORATED 
Item : $20, 000 $50, 000 $100, 000 
otal to to a 0 
: $49, 999 $99,999 ia wii 

GROSS PROFIT 

MEPLCIMES .  «se.cie e 18.08 25 209 26.89 rd OPA) 21.83 

BODOG! oicc socks oo 14.97 25.82 ee Aal BO eT 22.19 

REO! 6 5.6 xs 0 0 18.83 PSA, 18.54 19.03 19.07 

POGETICS |< wisckse. ceo 25 067 

British Columbia , 29.60 ne Hale ete Dei. 
DELIVERY EXPENSE | [ 

MOriGIMES . 2 .soee 7 624 5.94 9.89 8.55 Se 

IODC. eis idcé aes 649-010 6 0235 967k 6.58 (ark oak 7.61 

JN: Bas a re De 7.45 “eo leas) Ceele 

BPECLUIGCS esses ccce 7.29 

British Columbia . 9.92 Eee | Aes oe eae 
NET PROFTT i] | 

liaritdmes ..... ees 1.45 6 .08 7,78 4.32 5.16 

RULES CMa sore s-gce) <a ve Alois) 4.64 5.88 4.20 

PATE PLO gr gys & 6 6.9.0 420.0 2e16 6.05 4.95 5.67 

PL TCG <5 sk «caso & 4.26 

British Columbia ._ 2085 sth wilh 


(Items expressed as percentage of net sales). 


Table 14.--Fuel Dealers - Delivery Expense of Unincorporated and 
Incorporated Firms by Type of Delivery, 1948 


UNINCORPORATED | INCORPORATED _ 
: Contract Own Contract 
Own Delivery Delive Deliver Deliver 
_ $20,000 | $50,000 100, 000 Total Total Total Total 
to to s 0 ai Rene TeD over over over 
$49,999 | $99,999 |°"° “Y°"| £50,000 | $20,000 || $20,000] $20,000 
MSOs DOL it +. « cuc.e os 20.40 20.00 OWE? aifshatetil 20.45 19.04 
Delivery expense: 
Salaries eoeoen0008 4,64 4.05 4.43 092 Sie 7 043 
Repairs and 
maintenance ..... 1.06 1.16 1.17 037 | 1.14 020 
Depreciation, lie 
censes and in- 
SURAT CO Mr cldele «hous BOL, 79 87 024 «70 026 
Supplies used (gag, 
oil, grease ) «869 eel I AOLO) deel: bod 095 16 
Total amount paid wee M eae 
contract delivery be - r ° : 
Total deliver 
expense maces. 7.78 7 eo0 “7 50G at 6.76 6 48 
yee Daye 5.69 4.61 61 PAA SHE 


MeO PLYOLA tit viele oie 


‘(Items expressed as percentage of net sales). 
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4. DRUG STORES 


Drug stores used in this study were those without soda 
fountain facilities. Usable reports on the profit and loss state- 
ment were received from 466 unincorporated stores and from 57 
incorporated firms. These were segregated into sales-size groups 
for owned and rented categories. In some size classes there were 
too few reporting firms to permit publication of their results. 
With the exception of three returns, incorporated firms were in 
the rented class. 


Of the above, 269 wincorporated firms in the three 
largest size classes completed balance sheet data and, for the 
game sizes; 44 incorporated firms submitted this information. 


Operating ratios and financial structure of drug stores 
for 1948 are summarized below: 


1. Unincorporated drug stores obtained slightly greater 
gross margins in 1948 than in 1945 and 1946 - 28 .4% 
for 1948 and 27.2% for the other two years. This 
advantage was more than offset by higher expenses 
(particularly in salaries and ‘other’ expenses) so 
that a smaller net profit of 11.7% resulted in 1948 
compared with 13.2% and 12.2% for 1945 and 1946. 


Incorporated drug stores operated on slightly 
smaller gross profits in 1948 than in 1946. Total 
operating expenses rose from 24.9% of sales in 1946 
to 27.5% in 1948. Net profit, therefore, was much 
smaller in 1948 (5.6%) than in 1946 (9.6%). Table 15, 
page 31). 


2. In 1948), the trend of gross profit over the different 
size ranges in both occupancy categories of unincor- 
porated stores was irregular. Salary expense ratio 
increased as volume of business expanded while 
occupancy expense ratios generally decreased. Net 
profit, expressed as a percentage of net sales, was 
fairly constant for all sizes and ranged from 11.37% 
to 13.63% of net sales. (Table 16, page 33). 


3, Salary expense of incorporated stores includes 
executive salaries, while the withdrawals of 
unincorporated store proprietors are not included 
in expenses but in net profit. Omitting salaries, 
incorporated firms had greater expenses in proportion 
to sales than did unincorporated stores in the three 
sizes of rented stores shown. Net profit of incor- 
porated firms ranged from 1.93% of sales in the 
smallest size class to 6.48% in the largest. (Table 17, 
page 34), 
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4. The different age, size and occupancy groups of unin- 
corporated drug stores had current assets ranging 
from $2.25 to $4.24 for every $1.00 of current liability. 
At the end of 1948, 43¢ of every $1.00 net worth in 
‘owned’ stores was available as working capital. In 
rented stores, 84¢ of every $1.00 net worth was free 
from current obligation. 


Businesses in operation for 10 years or longer 
derived greater sales volume in terms of fixed assets 
than did younger establishments. Businesses of larger 
annual sales volume had this same advantage over 
smaller businesses. The all-sizes average was $4.46 
sales per $1.00 fixed asset investment for owned stores 
and $25.40 per $1.00 for rented stores, (Tables 18 and 
19, pages 35 and 36). 


5. All sizes of incorporated stores showed favourable ratios 
of current assets to current liabilities, the range ex- 
tending from 5,94 to 4.72. Net quick assets, or working 
capital, was in all cases a large percentage of net worth 
with an all-sizes average of 83%. In all size classes; 
total liabilities were less than 50% of net worth. 


With a small investment in fixed assets, rented 
stores of the incorporated type of organization averaged 
$25.69 net sales per $1.00 of fixed assets. Every dollar 
of capital investment in incorporated drug stores repre- 
sented $5.62 in sales. (Table 20, page 37). 


Table 15. ~ Operating Results of Drug Stores = 1945, 1946, 1948 


i 


UNINCORPORATED INCORPORATED 
Item 
1945 | 1946 1948 1946 1948 
PLOres Teporting i2...sessseees No, 546 576 466 59 57 
Average net sales per store ...o. $ | 34,286 | 405373 | 47,382]| 71,976 | 81,416 
Average beginning inventory ..... $ 6,480 |} 7,065 | 8,827! 15,865 | 18,918 
Average inventory, end of year .. # 6,891 | 7,953 | 95268] 15,852 | 19,119 
Stock turnover ... (times per year) |; 3.7 309 3.8 3.2 2.9 
Gross profit @eve00n0v eee ooeve7020200808 F970 & Ci we PARES 28 4 bos Holes TL 
Operating expenses: ; 
Employees’ salaries and wages .-. 70 7.8 8.7 18.3 17.7 
Occupancy e©Ceoe2cneov7one700 TDHOeF0HHTK9SCHTH OD 4,0 309 Oo 4.7 Breck 
Store supplies eeoov7eoeogo0o0en F099 080 0 0.6 Oro 0.6 0.8 
Advertising eooOe# GeFHH7CX9KBOKBH2H SCHOO 0.6 0.8 0.9 fs ar 
All other expenses eecevoeGoe2ev08 000 @ ibs} 1.8 206 @ e 
Total operating expenSeS ..ccceccee 14.0 15.0 16.7 23 49 2705 
i tion of 
Net profit before deduction +e oe, ec ar 


income tax (1) ..cccccerseecereee | 


(1) For unincorporated stores this ratio includes proprietors’ salaries. 
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by Size and Age of Business, December 31, 
Total 
= db 
mean $20,000 - $49,999 950,000 | 43 Giese 
(Average per store) Under 10-|10 years | maa Aine (over 
years | & over a ae g4 20,000 
Assets @ $ § 
Current assets: 
Cash on hand or nivel bank e@eee0¢600 1,282 2» 3507 2s 102 3» 782 OB» 981 
Net accounts receivable ..cccoce 288 557 510 842 899 
Merchandise inventory ..cccccccc 65916 7,854 79672 123889 10, 953 
Other current assetS ..ocecccecs 8 731 604 | 1,052 1,959 
Total current assets e@oceer ee eoeeoesed 8, 363 11,429 10; 888 18,565 17, 792 
Net fixed assets ©COCSSF HO SCE SX9ORE8008 75654 8, 068 75 995 13,474 14,695 
Other assets 9eDC OC 9 SLRS F2FTH8 SF G76 800 67 344 295 302 775 
r 
Total assets egeerarer oe gaeoee2e0e2 00060 16» 084 19,841 lao, 178 325541 35» 262 
= == = Ses | ——— 
Liabilities and Net Worth: 
Current liabilities 9P9FP9SCHXFGHL LK LR80A00 35710 3, 568 39428 65 783 7,654 
PEROT ELITADTAL CICS reece ck bi ole Maletere 15,850 889 1,059 2» 682 25216 
b i — a3 
Total liabilities SCCOGCCHCHBHKO LF OCHE SD HEBOEBDA 5»560 4,257 4,487 9,465 9,870 
Net Worth ®eCCCCC SCL COH HOC TLE FEF DHEEXELS 10, 524 15; 584 parse 225876 252392 : 
Total Liabilities and Net Worth .... 16, 084 19,5 841 19,178 32, 541 335» 262 
Sales COSTCeF FFT HE FTFGKHOHS9 FH HGOOHXFHGCOHOKFOBD 50,559 356,495 55,448 675 067 65,493 
Net Profit &©e¢ 8G FG CHKBOKT HF HHeA2 OH OK HHBOLHH HE 3,853 45602 4,470 8,511 7,182 
ai. ae a di { 
Ratios: 
Current assets to current 
Be al 6 hors v.46 sb sv sig a Ase vie ce 2625 339 3.18 2074 2 52 
Current assets to fixed assets ... 1.09 1.42 1.36 1.38 1.21 
Net quick assets to net worth .... 044 sDe Asm 002 043 
Liabilities to net worth o.ccocec 53 er ool 241 042 
Sales to net worth eooeesoeseeepege?t 0080 290 PX op eyal 2041 2.93 2.80 
Pees 6O TAxed vASSOtS bosses vies Be 3.99 4.52 4.43 eee ns 
Pero rOrst. tO HEt worth Sesessssse 07 250 aE m7 : 


(#) See definitions on page 5 for more detail description. 
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Table 20.~-Drug Stores - Financial Structure of Incorporated Rented 


Stores by Size of Business, December 31, 1948 


(x) See definitions on page 5 for more detail description. 


‘ Total 
:. Item (x) : ee ao $100,000 | all Sizes 
verage per store 
siaase $49,999 | $99,999 | nd Over pores 
: {§ 9 
Assets a Gani: heed toma ues Shona § 
Current assets: 
Cash on hand Or in bank eceeceeenmseoes Pehle, 5,462 625355 4,817 
Net accounts receivable @2e°e¢ 82 2XF 090X868 882 29264 7,347 29979 
lerchandise inventory eoesereeevnne0640 8; 927 L’?, 788 39,990 20; 015 
Other current assets ........ se erene 815 29109 5s 099 23377 
Total current assets OPOSHR ORB eG HL HXHHTRD AERO HO8 13,5439 27,623 58, 769 50,188 
Net fixed assets SSG SBS SHSHGE SC CHBeESHB OH HOSS 15578 29971 6,421 3,512 
Other assets a2e@eoee00 08 PH EG R2eGEC RCC HO BH BEE 1, 046 25 962 15,213 4,682 
— + tt au 
Total assets eeoe Fee oosHeeoee2Ge eB oHHGb 088 165 063 35, 556 ols 78,403 38, 182 
Liabilities and Net Worth: 
Seren velLeDi LI bi 68. ic cs siecsas sseeses 2» 846 7,009 14,5 755 79 445 
Other liabilities @ceecexreeeoe07ee6000927890 I 1,862 15265 9, 364 3» 295 
Fae i 
Total liabilities e©eee27FRB C0798 S8 990 G2 e800 4, 708 8» 274 24,119 10,740 
Capital COTCSCTHLOEGKSGFTFFOFTF FEHR OHHTOOLEOHEHBHSES 6, 824 12,186 32, 680 15,138 
Surplus OF F2SCZSTLCH FLOOR CHEF SoS LOO HBO HEHHOHHOBEES 4,531 13» 096 21,604 12,504 
Net Worth ec 0 SOF OF OHRHHTSCHFBBHOHFHEHOH HH THHOE 11,355 | P aya) ators 54, 284 | 27442 
Total Liabilities and Net Worth .....ce. 165 063 335 556 78s 403 38,182 
ae ss as r= 
Sales oeeeaeg oo © oe a2e0 eo 8 e e 2 oo 38s 137 73» 525 173s 985 85s 097 
Net Profit @eececeerovx, eo Heeeoeeveeeeoeren 00786 © 6G @ 756 45 022 11,274 45625 
c . ay Sapper 
Ratios: 
Current assets to current liabilities. 4,72 3 094 3 098 4,05 
Current assets to fixed assets ....... 8.52 9.50 S45 9.11 
Net quick assets to net worth .eccsose 295 aoe or a 
Peeciiities te net, worth 0.60.00 41 035 044 259 
o ; 5 62 
Males to capital 0002800080070 69F088000% 5.99 6 .03 5.02 : 
Sales to fixed assets C©oe80C 78 S0HU9FE00 PX Me 24.75 a et 
mepeprorit to. net worth «<<. as eesee ses 007 o16 08 i 
te 
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5. JEWELLERY STORES 


Reports satisfactorily completed as to profit and loss 
data were received from 274 jewellery stores of the unincorporated 
type of organization and from 46 incorporated firms. These re~ 
turns were separated into owned and rented categories and within 
each occupancy group tabulation was made by sales~size. In the 
unincorporated group there were too few reports in the sales~size 
of $100,000 or over in both owned and rented classes to permit 
publication of results. Of the 46 returns from incorporated 
firms, 42 were in the rented class and came within the three 
largest size groups. 


Balance sheet data were received from 134 unincorporated 
stores in the three largest sales-size classes but here also it 
was impossible to publish results for stores with sales of $100,000 
or over. However; these were included in the total. Few incor- 
porated firms completed the balance sheet and results could not 
be prepared. 


The operating results and financial structure of 
jewellery stores in 1948 are summarized as follows: 


1. While the gross profit ratio was increased in 1948 
over 1946, for both unincorporated and incorporated 
jewellery stores, relatively greater operating 
expense increases caused a reduction in net profit. 
The greatest expenditure increases from 1946 took 
place in salaries and wages paid to employees and 
and in occupancy costs. With increased dollar 
volume of stocks and lessened average sales the 
rate of stock turnover slowed down to 1.0 times 
for unincorporated and 1.6 times per year for in- 
corporated stores. The turnover rate was about 
twice per year in 1946. (Table 21, page 39). 


2. In 1948, unincorporated stores showed an upward 
trend in salaries and advertising expense ratios 
with increased sales. The occupancy items of 
tax6s, insurance, rent, heat, light and power, 
repairs and depreciation decreased (in ratio to 
sales) in the larger sized stores. The greater 
ratio of salaries in the larger classes affected 
the trend of total operating expenses which ranged 
from 16.99% of net sales in small owned stores to 
almost 26.87% in the largest of the rented stores. 
The rate of stock turnover also increased with 
expanding dollar volume of sales. (Table 22, 
page 41). 
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5. Salaries of incorporated firms decreased in pro- 
portion to net sales in the larger size categories 
ranging from 25.53% to 20.70% of sales. Occupancy 
expenses followed a similar trend, while advertising 
expense showed the only substantial increase in ratio 
in the larger stores. Net profit ranged from a low 
of 1.47% in the smallest size of store to 5.50% in 
the largest. (Table 23, page 42). 


4. Unincorporated jewellery stores were in a favourable 
position at. December 31, 1948 in the relationship 
between current assets and current liabilities, 

Rented stores had $3.68 current assets to meet every 
$1.00 current obligation and owed stores had $2.66. 

In owned stores net quick assets or working capital 

was 61% of net worth and rented stores, with less 
capital tied up in fixed assets, had 89¢ working capital 
for every $1.00 of net worth. (Table 24, page 43), 


Table 21. - Operating Results of Jewellery Stores ~ 1945-1946, 1948 


Nae 
UNINCORPORATED | INCORPORATED 


1945 1946 1948 1946 1948 
SCOrGS: FEPOTGING bo. secee senses No. 559 544 274 | - 43 46 
Average net sales per store .... $ | 32,070] 36,169 | 33,476 | 119,157 1110, 000 


Average beginning inventory .... $ 8,178 9,852 | 15,557 28,811 SOs 70 
Average inventory, end of year . $ 9,974} 13,064 | 14,329 | 39,629] 41,493 


Stock turnover .. (times per year) ane 2.0 eo Bioll 1.6 
Gross profit e@eeooaoevevp ee eoGeooeeo evox 60860 @ 38 26 Olas Seleal 58.7 40.8 
Operating expenses: 
Salaries and wages ..cscessscece o.7 16.3 11,9 16 so 21.2 
TOTES sch se Re ORCS a ene Bae 5.0 6.0 4.9 Val 
Store supplies @©eoe*ee02 9020299 7827884 Ele ieee dL he) Lee ze 
4dvertis ing ®26eCC09HO GF FH9ABFGOH8HKHHBECHBLO 5 eG ae a7) ae 
Park other expenses eoeoeoev0eeo2700080 HS) gO) PAS inl e e 
Total operating expenses ...ecscc. 20.6 2067 25 8 28.1 36 4 
| Net profit before deduction of 
income tax (1) eoO9eFCKR PCH FO FH FEHK OS 18.0 16 4 15 43 10.6 4.4 
SS i ke zl! 


(1) For unincorporated stores this includes proprietors’ salaries, 
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INCORPORATED 


me MMM 
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9,999 49,99 : ) 
I anies) ZZSALARIES [__]occuraNcy [_] OTHER EXPENSES 


NET PROFIT + SALARIES + OCCUPANCY + DELIVERY 
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Table 23,--Jewellery Stores - Operating Results of Unincorporated 
; : and Incorporated Rented Stores Compared, 1948 


UNINCORPORATED INCORPORATED 
Item $20,000 | $50,000 || $20,000 | $50+000 | 4) 00, goo 
to to to to pr Oven 
i 49,999 | $99,999 || $49,999 | $99,999 
Number of stores reporting ..cecrces 95 356 15 13 14 
Average net sales per store ..... $ 30s 559 695205 38, 068 78,208 230,415 
Average cost of goods sold ccoscoee $ 18; 865 40,595 229978 44,976 154, 763 
Average beginning inventory ..... $ 13,108 25,991 19,648 42,048 645193 
Average inventory, end of year o. $ 135727 28,359 21,782 42, 043 66,265 
Stock turnover (times per year) ... 1.41 1.49 bee | ip0¢ 2.07 a 
PROFIT AND LOSS DATA 
(Per cent of net sales) 
Grae Dre it sa. «ts wos iis ote sl awa ae 38 27 41.34 41.51 
Operating expenses: 
Employees' salaries and wages . 10.96 13.90 20.70 
joe tS ay ee Oe re ee AS 036 49 
INSUPENCE 2 vices Genes «neue ew ele ae ml Sia'e 070 276 
GTitg telels wiele sie 6 e)e'e 6 a0: «ie Ibe bu ocayets 3.08 5.60 3 85 
Heat, light and power ...cceeee 069 259 046 
Repairs and maintenance .eoccre 048 039 250 
Depreciation allowances .ecccce an) 063 064 
BtGre- SUPDULER Su ask su ok Pere tee Toe 1.02 1.10 
AAVETCUSI NG Beals ccs hoes da tee 1465 2.40 3.58 
Bad debts - written off 22.200. 208 026 045 
(Less) amount recovered .eceoe “a i ri 
Het pea dabt: Loge. ss. seeseeuse 08 026 045 
All other expenses ..occecceroce 2.95 3.02 3.50 
Total operating expenses ..se esses 22.78 26 87 36 01 
Net trading profit before deduction 
ee tacoma tex Miia sss osc eee ee 15.49 14.47 5.50 


(1) For unincorporated stores this ratio includes proprietors' salaries. 


a. 


Table 24.~-Jewellery Stores - Financial Structure of Unincorporated 


Item (x) 
(Average per store) 


43 


Assets 
Current assets: 
Cash on hand or in bank 
Net accounts receivable 
Merchandise inventory .. 
Cther current @SSets <cccoccscs 


Total current assets .. 
Net. fixed assets .ccccccccoceces 
WENST SSSCUS .coccccccce 


Total assets 


eo 2822977 @0e GBH © 


Liabilities and Net Worth: 


Current liabilities ©2220 e0 66000 
Peeerllepiiitdesey, 004.25 ..ch<% 


Total liabilities 


eeeoe 


Net Worth .... 


even Ce 270820897 G2 Ge 


Total Liabilities and Net Worth .. 


Sales eee oe G20 064884 © o 
Net Profat @°eG FO 2X0 0 


oooeee 


Ratios: 


Current assets to current 

2s We 1 Gk 35 CY a pera 
Current assets to fixed assets . 
Net quick assets to net worth .. 
Iiabilities to net worth ....... 


Balescto, net worth ..<.ssseessee 
males to fixed assets .icsccvece 
Het profit to net worth .isccces 


Stores by Size of Business, December 31, 1948 
OWNED RENTED = 
$20,000| $50,000 $20,000 | $50, 000 
to to Total to to Total 
$49,999 | $99,999 | $49,999 | $99,999 | 
$ $ $ $ $ 
Sxovsh sions 3, 504 5» 944 45448 3» 528 75257 4,904 
HAAS 15260 3» 960 23505 15160 3,912 29 224 
telat We 12,157 19,804} 15,117 13,5 856 30, 724 | 19,744 
284 1s 866 897 968 3, 548 19363 
L ee eee =I te tee 
soccevcee 175205 515574! 22, 767 19,512 44,221 | 28; 235 
10, 581 12,064} 11,155 1, 841 4,114 29 562 
ee2ececed 42 640 274 Sine 1,004 9739 
1 ie Te 
ROG 27; 828 44,278! 34,196 215862 49,339 | 31,536 
F = oF -|.—- = =p 
6» 681 115536 8,560 5, 094 11,900 72677 
29727 1,992} 2,443 615 peel 74.7 
5 JOD AO AD AOS 9,408 13,528} 11,003 5» 709 | 13,009 8, 424 
ave ievere 18, 420 30,750} 23,193 16, 153 56,550 | 23,112 
== + a= 1" 
27,828 44,278] 34,196 21,862 49,339 | 31,536 
—— = = ae i 
AON OG 2935235 67,782) 44,355 50) 662 695429 | 45,188 
©® BO 08GH9 HGH 20208 4,910 8) 622 6,347 4,750 10, 046 6» 704 
= ie et =f t 
asoacco0 a6 PaaS} 2074 266 3 08S 3272 3.68 
1.63 2062 2.04 10.59 10.75 11.02 
ALYY / 065 o6l 289 089 089 
eDL 044 047 
1.60 PLAY) Abe} 
2279 Seba 3.97 
Ate 020 onl 


(x) See definitions on page 5 for more detail description. 


44 
6. TOBACCO STORES 


Tobacco stores are those in which the sale of tobacco 
and smokers’ sundries forms more than 50% of total sales. Usually 
other merchandise is also sold», such as magazines, newspapers, 


confectionery» and novelties. 


A total of 217 unincorporated tobacco stores submitted 
reports satisfactory for tabulation of profit and loss data. These 
were divided into sales-size groups between owned and rented stores. 
In some size classes there were too few returns to permit publi- 


eation of results. 


An insufficient number of firms reported balance sheet 
data to permit tabulation of average results. 


The operating results of tobacco stores in 1948 are 


summarized below: 


1. There was an increase in the gross profit of tobacco 
stores in 1948, but the counter effect of proportionately 
greater expenses left the net profit ratio the same in 
1948 (7.9%) as in 1946. Most pronounced increases in 
operating costs were those for salaries and wages and 
"all other" expenses. (Table 25, page 44). 


2. In 1948 gross profit ratios showed an irregular trend 
over the different sizes, ranging from 15.38% of net 
sales to 21.69%. Salaries increased in ratio in the 
larger size groups while occupancy costs decreased. 
Net profit ranged from 12.11% of sales in the smallest 
sales~size group to 7.44% in the largest. (Table 26, 


page 46). 


Table 25. = Operating Results of Tobacco Stores, 1945-1946, 1948 


Item 


GtAPOS TOPOFLINE «s\aaus oo se pues «sone tlle 
Average net sales per store occcccooces 


ro 


<> 


Average beginning LNVeGntOTy ao cues ese 
Average inventorys end of year oescc.. > 
Stock turnover ........ (times per year) 


GYOSS Profit ..<ceoendeeaeeimen tenuate 
Operating expenses: 
Cealeriea and weed 3 finsaaocucaesen sae 
DOOUPRRGW. 5.4 vunaa nee ewe ents ae oe 
SRS GUPNIT OS Lik bots cee ase eee eee 
ALL other expenses -., siukseudeas eeu 


Total operating expenses ...scoscececcve 
Net profit before deduction of proprie- 
tors* salaries and income tax .ecccoce 


302 — 
28,399 


217 
325 830 


322 
26» 068 


15799 2,073 2,972 - 
15955 2,386 35170 
11.7 10,8 8.9 


15.9 16.5 


566 
3 05 

o4 
1.1 


8.6 


Tae 


(Items expressed as percentages of net sales). 


BY AMOUNT OF ANNUAL SALES 
NET PROFIT + SALARIES + OCCUPANCY + OTHER EXPENSES 


OPERATING RESULTS OF TOBACCO STORES, 1948 
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NOTICE 


The Industry and Merchandising Division of the Bureau of Siatistics collects and 
compiles figures on (a) the primary.industries in Canada — mining, forestry, and fishing; 
(b) manufacturing; (c) construction; and (d) merchandising and services. 


For the purpose of annua] compilation and publication, reports on merchandising and 
services have been classified as follows: 


GQWp 


<GH2WDD 


Part I — Wholesale Statistics 


Wholesale Trade, 25¢. 

Operating Results of Food Wholesalers, 25¢. 

Operating Results of Dry Goods, Piece Goods, and Footwear Wholesalers, 25¢. 

Operating Results of Miscellaneous Wholesalers (automotive equipment, drugs, 
hardware, plumbing and heating equipment), 25¢. 


Part Il — Retail Statistics 


General Review, 25¢. 

Retail Trade, 50¢. 

Retail] Chain Stores, 50¢. 

Operating Results of Chain Food Stores, 25¢. 

Operating Results of Chain Clothing Stores, 25¢. 

Operating Results of Miscellaneous Chain Stores (variety, drug, furniture), 25¢. 
Operating Results of Retail Food Stores, 25¢. 

Operating Results of Retail Clothing Stores, 25¢. 

Operating Results of Retail] Hardware, Furniture, Appliance, and Radio Stores, 25¢. 
Operating Results of Filling Stations and Garages, 25¢. 

Operating Results of Miscellaneous Retail] Stores, 25¢. 

Retail Consumer Credit, 25¢. 


Part Il — Services and Special Fields 


Laundries, Cleaners and Dyers, 25¢. 

Motion Picture Theatres, Exhibitors, and Distributors, 25¢. 
Hotels, 25¢. 

Sales Financing, 25¢. 

Farm Implement and Equipment Sales, 25¢. 

New Motor Vehicle Sales and Motor Vehicle Financing, 25¢. 


The reports are punched to permit of filing in a ring binder, 


* Biennial reports — not issued for 1950, 
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DEFINITIONS 


Profit and Loss 


Net sales — represent the dollar volume of business done. Allowances and discounts granted to 
customers and value of goods returned by customers are deducted from gross sales, but sales 
of meals or lunches provided employees and any goods withdrawn by the proprietor for person- 
al use are included. 


Gross profit — is the difference between the cost of merchandise sold and the selling price. The 
cost of merchandise sold is calculated by adding the beginning inventory to net purchases and 
deducting the ending inventory. 


Operating expenses— are the amounts paid out for any and all expenses incurred in the operation 
of a business, except the cost of merchandise. These include: 


Salaries and wages (except delivery) —paid to employees before deduction of income taxes or 
unemployment insurance. Proprietors’ salaries or withdrawals are included in Net Profit (in 
unincorporated store operations). 


Taxes and Insurance — business, property and water taxes, and insurance premiums carried for 
the protection of the business. Income taxes and other taxes collected for remittance to 
governmental bodies are not included. 


Rentals — monies paid for premises used only in the business. 
Heat, light and power expenses — amount paid for these used during the year. 


Delivery expense — includes salaries paid to delivery men, truck repairs and maintenance, de- 
preciation, licences and insurance on delivery equipment and supplies used in connection 
with delivery (gas, oil, etc.). 


Repairs and maintenance — incurred for the purposes of keeping fixed store assets operating 
efficiently (excludes capital expenditure), 


Depreciation — allowances to cover decreases in the value of fixed store assets. 

Store supplies — used in the business during the year — wrapping paper, office supplies, etc. 

Advertising 

Loss on bad debts — during the year — amount written off less old debts recovered. 

Other expenses — telephone, telegraph, postage, bank charges, legal fees, collection and audit- 
ing fees, etc. 


Net Profit — is the difference between gross margin and total expenses, and includes proprietors’ 
salaries and withdrawals before income tax deductions. 


Stock turnover — is the number of times in a year that the merchandise is sold and replaced. 
The average of the beginning and year ending inventories is divided into the cost of merchandise 
sold. 


DEFINITIONS 


Balance Sheet 


Assets 
Cash on hand — and in the bank represents the amount of cash at the end of the year. 


Net accouts receivable — are all notes and accounts owing to the business at the end of the 
year less any reserve for doubtful accounts. 


Merchandise inventory — represents the cost value of merchandise on hand for resale but does 
not include store supplies on hand. 


Other current assets — includes assets which may be converted into cash, if necessary, within a 
reasonably short time, such as prepaid insurance, office and store supplies, Dominion of Canala 
Bonds. 


Fixed assets (net) — is the book value of land, buildings, furniture, fixtures and equipment less 
any reserves for depreciation. Separate figures are shown for assets used in the business and 
those not used in the business. 


Other assets — Investments of a permanent nature not readily converted into cash and intangibles 
such as goodwill. 


Liabilities and Net Worth 


Current liabilities — are obligations which must be paid in the near future and represent accounts 
receivable or any item that may be considered as a direct lien against current assets. 


Fixed liabilities — mortages secured by fixed assets and separated, as are fixed assets, be- 
tween those used and not used in business. 


Other liabilities — long term notes, accrued expenses such as taxes or rent due but not yet paid, 
and prepaid or deferred income. 


Capital stock — applicable to incorporated companies, represents the investment-account of the 
Stockholders in the capital shares of the corporation and does not exceed the amount auth- 


orized. 


Surplus — applicable to corporations, includes earned surplus from operating profits, capital sur- 
plus from premiums received on the sale of capital stock, and surplus reserves. 


Net worth — is the difference between total assets and total liabilities. This is composed of 
stock and surplus in the case of incorporated companies and in unincorporated businesses re- 
presents the proprietor’s or partner’s equity including undivided profits. 
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OPERATING RESULTS AND FINANCIAL STRUCTURE 
MISCELLANEOUS RETAIL STORES 
1950 


INTRODUCTION 


A yardstick of performance is a useful gauge in 
assessing the success of endeavour. When that yard- 
stick takes the form of a statistical summary of the 
average operating experience of retail stores, it may 
not constitute an ideal pattern of operations which all 
retailers should set as a goal, but it does represent 
a reasonably useful standard by which the retailer 
may ascertain whether or not his operations are being 
conducted as effectively, economically and profitably 
as those of the trade in general. To the merchant 
whose profits are below average, the operatingresults 
Summaries may helpto disclose the reasons which 
account for this situation. Reflection and consider- 
ation on the part of the merchant make it possible to 
decide whether his operating methods should be al- 
tered or whether the situation is normal in the light 
of conditions peculiar to the location ofhis business. 


The average results shown are Dominion av- 
erages for the various trades. The average gross 
profit of a trade for instance, must not be inter- 
preted as the gross profit of all commodities handled 
by that trade because different commodities have 
Widely varying mark-ups. Likewise, the averages 
are not necessarily correct for local interpretation 
as the sample was designed to produce national 
averages. 


There is a growing evidence that independent 
retail merchants are making more advantageous use 
of the results shown in the biennial operating results 
bulletins issued by the Bureau of Statistics. Many 
accounting firms whose clientele includes retail 
merchants have shown an interest in these series. 


A number of trade papers and business period- 
icals have reproduced and interpreted the results of 
previous studies with the object of illustrating to re- 
tail merchants the manner in which operating results 
can be used as a too] in store management. This is 
a practice the Bureau is pleased to encourage, since 
it meets with one of the most important objects in 
maintaining this series, namely the promotion of im- 
proved merchandising on the part of retailers. 


Statistics derived from other sources have shown 
that the mortality rate of business is much higher 
among new entrants into the field of retailing than 
among those established for five years or more. 


There are many reasons for this, some of them 
associated with the natura] imcompetence of the 
initiate retailer which could not be completely over- 
come by means of operating statement analysis. It 
seems reasonable to suppose, however, that failure 
in many cases is the result of inadequate knowledge 


on the part of new proprietors of the true fiscal re- 
quirements involved in operating a business and of 
the proper allocation of costs. Where capital is limi- 
ted, as is often the case in a newly- established 
Store, it would seem that most careful attention 
Should be given to maintenance of proper records and 
provision be made to check against some standard 
performance as these publications provide. 


This report deals with independent retail stores. 
results for which are shown for unincorporated stores 
and in certain trades for incorporated. 


The trades covered are: 
1, Country General Stores 
. Restaurants 
3. Fuel Dealers 
4. Drug Stores 
5. Jewellery Stores 
6. Tobacco Stores 
There are analyses of: 
1. Profit and loss statements 
2. Balance sheet summaries 


Profit and loss data are shown for owned and 
rented stores separately, and for various sales-size 
classes. 


Balance sheet data, which was added in 1948, is 
continued in this 1950 study. This information is 
presented by size and occupancy groups for stores 
with $20,000 or more annual net sales. Where possible 
a further breakdown has been made between businesses 
in operation less than 10 years and those in business 
JO years or more. An important change from the 1948 
data is the segregation of fixed assets and fixed 
liabilities between those used in the business and 
those not used in the business. This makes possible 
a better relationship between fixed assets and the 
sales produced by those assets than was possible 
when all fixed assets of the proprietor were reported 
as one item, 


The same basic sample of firms is used in this 
series although the sample varies slightly in each 
survey year. There is, however, a high degree of 
continuity among the respondents and it is believed 
that no serious distortion arises out of any change in 
responding firms. For the most part, successive 
surveys have provided an increasing response rate, 
an encouraging feature from the standpoint of accur- 
acy and, it is believed, an indication of the growing 
realization on the part of merchants of the value of- 
these statistics. 
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SUMMARIES, CHARTS AND TABLES 


Country General Stores 


Stores classified as ‘‘country general’’ carry a 
general line of merchandise and are situated in 
localities of less than 2,000 population. Food sales 
form a large part of the business. Other commodities 
handled include clothing, dry goods, shoes and hard- 
ware. 


Profit and loss information was received from 
532 unincorporated stores from which results were 
tabulated by sales-size groups for owned and rented 


The average gross profit of country general 
stores decreased slightly from the 1948 figure of 
15.08% of net sales to 14.54% in 1950. 


Operating expenses showed little change from 
1948 with the 1950 expenses at 9.03% of net sales. 

Net profit before deduction of proprietors’ sal- 
aries and income tax followed the trend of gross pro- 
fit and dropped from 6.03% of net sales in 1948 to 
5.51% in 1950. 


Therate of stock turnover was more rapid in the 
larger stores thanin thesmaller and ranged from 2.13 


stores. Balance sheet data were supplied by 354 
forms with a sufficient number in the owned category 
to permit a tabulation by ‘‘age’’ of business, Balance 
sheet averages are only shown for the sales-size 
groups of over $20,000 annual net sales. 


Some of the more important points in the 1950 
operations of country general stores and in their 
financial structure at the end of the year are reviewed 
below: 


times a year to 4.85 times over the five sales-size 
groups of country general stores. 


The proprietor of the average country general 
store obtained favourable current ratios in 1950 with 
more than three times as much current assets as cur- 
rent liabilities. 


The proprietors of stores which have been in 
operation 10 years or more were generally in a better 
financial position than the merchants with lesser 
business experience. 


Operating Results of Country General Stores 
1948 and 1950 Compared 


Item 


Profit and Loss Data 
(Percentage of net sales) 


eee ee eee ere rere re rere eee ere rere 


FOTN TERR Re eee eee eee eee eee eee es eee e eee eee eeeEeeaseseeese 


Pe ee ere er ere errr errr er eer reer ey 


SAPO OOOO eee Cen ese een eee saree sees esse eses es sees seesenseeseseneseeesee 


TTT OR Oem een en eee n enna eae seee eee eeeesatees 


eee ee eer eee ere eer res 


1948 1950 

nici 427 532 
neta 59,014 55,320 
Pee Le: 15. 08 14.54 
5. ene 4. 26 4.08 
ee 2. 42 2.62 
Ais ee 40 - 38 
MOE cote eee 21 . 23 
ene eee 1.76 1.72 
cigtitee ee 9.05 9.03 
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Financial Ratios of Country General Stores COUNTRY GENERAL STORES 
as at December 31, 1950 To OF PARAS OND ANETAROE ats WA (ole 
NET SALES BY YEARS 1944-50 NET. SALES 
20 


GROSS PROFIT 
15 ek ee bs 


Current assets to current liabili- 


ISIS coerce nee ey 4.56 3.62 
| 
fer sano 
Current assets to fixed assets ...... 2.93 Yictepl 
Net quick assets to net worth........ Ain! 94 PR! ie aay Sad 
5 jE anny 5 
Sales to fixed assets used in the 
BUSINESS ).0.. 5.000002. SRO SEEDS 9.94 31.47 
Liabilities to net Worth ceccsssecsecsscs.. .48 iciigeek ler asc —5 eaake 


TABLE 1, Country General—Operating Results by Sales Volume and Occupancy Basis, 1950 


Owned 4 Rented 
Stores with annual net sales of Stores with annual net sales of 
Item _ i: r i : a 7 
Wrder $10,000 | $20,000 | $50,000 $100,000 $10,000 | $20,000 | $50,0 $100,000 
10,000 to to ue) and over to to fo. and over 
$10, $19,999 | $49,999 | $99,999 $19,999 | $49,999 | $99,999 Mes 
+ a4 =] =a aI —=t 
Number of stores reporting 16 82 181 116 62 11 28 20 16 
Average net sales per store Poe 7,389 15, 245 31, 883 68, 445 151,112 15, 368 33, 797 69, 313 155, 066 
Average cost of ROOd SEs Gldbese. ent Ne eee 1 $ at (ay) 12, 704 27,514 58, 702 129, 629 12,716 28, 923 58, 017 130, 009 
Average beginning TW OTUORY cere tect an,e snare sien hers sas, $ 2,664 4,479 6, 807 14,038 31,436 4,433 8, 276 14, 398 25, 229 
Average INVENtORY; Cad Of VOAL ccs.cceccsc.cecsose-+.csceesecss 2,712 4, 668 7,242 14,852 33, 203 4,813 8, 666 15, 980 28, 333 
Stock turnover (times per year) .... Za Pea is) 3.92 4.06 4.01 21D: 3.41 3.82 4.85 
Profit and Loss Data 
(Per cent of net sales) 
SHENG [SNGLNG,.cccene aie PAP Y | 16.67 13.70 14. 23 14.22 Vi. 25 14.42 16. 29 16. 16 
Operating expenses: 
Employees’ salaries and Wages ceccecccccscsssccssssesssesssees 3. 44 1.68 2.30 3.91 Bom - 83 1.97 5. 00 6.03 
TONES apse Sf 1.12 - 63 +45 - 40 32 - 58 api i 23 ene} 
Insurance a2 70 48 39 +47 47 - 40 42 31 
Rent = = = = — 1553) 1.19 1.10 62 
Heat, light and power 2058 1.43 84 61 46 1.46 82 59 a 
Repairs and maintenance 82 1. 00 46 42 qae) 27 - 38 ra 2 
Depreciation allowances 68 75 - 76 75 -61 32 42 . ms 
SOS SOUT UCN ga po Oe Oe Om, -59 46 38 35 -39 54 39 5 
SDUGIDSTIS: age eo a ae w12 -07 .14 med - 28 - 10 noo 29 = 
HEE O DES WILLEN OLE. c.sc.-ccisesosse <adsssseciesaseeesecacseietic Ay +59 wat 18 30 . 14 - 09 o “ 
(Less) amount recovered -05 07 01 03 - 04 -05 % 2 
Net bad debt loss ......... say ane 26 15 - 26 09 ; ee Se 
All other expenses fe15 1.38 1.60 1.45 1.46 1.41 -6 : : 
. 10.59 10.14 
Total operating expenses ooo... ccccccececceccessessessees 12.30 8. 62 7. 67 8. 64 9. 84 7. 60 7. 88 
Net trading profit before deduction of proprietors’ sal- ; 70 6.02 
aries cg hae LEE Gs rasp ere Sy ER oF RE or NN 10. 07 8.05 6.03 Bao 4.38 9.65 6.54 5 
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TABLE 2. Country General Stores— Owned — Financial Structure by Size and Age of Business December 31, 1950 
Stores with annual net sales of 
Total 
Item! $20,000 to $49,999 $50,000 to $99,999 $100,000 and over “ 
(Average per store) ees cowed} 
Under | 10 years| ota) Under |10 years | ota) Under | 10 years 
10 years | and over 10 years | and over 10 years | and over 
| : 
Assets 
Current assets: | 
Cash on hand and in the bank........sssssssses aL Hath 1,623 1, 490 2,968 2, 402 2, 581 4,413 3, 753 3,880 22h 
Accounts and notes receivable (net). ; 1, 867 1, 686 1,739 3,791 5,392 4,887| 14,205] 10,032] 10,837 4,420 
Merchandise inVentory .......ccccsscsserseseeesersrees 7,672 7,130 7, 289 14, 168 15, 661 15,190| 31,940} 34,635] 34,115] 14,763 | 
Other current assets: | 
Government bonds and securities............. 209 1,617 1, 203 934 2, 698 2,141 1,603 4,451 3,902 1,999 | 
Prepaid EXPENSES ......cesccesecerereres Z 36 25 29 40 102 82 105 156 146 67 
Total current assets 10,955| 12,081/ 11,750} 21,901) 26,255| 24,881] 52,266) 53,027) 52,880| 23, 526 
Fixed assets (net): 
BECiin the PiSING SS icarecccceccconccencearscansustssseor 5, 744 4,581 4,923 9,037 5, 728 6,773 9, 281 11, 241 10, 863 6,609 
Not used in the business. 5 1, 292 1,059 1, 127 es ile | 1, 330 1,787 182 1,930 1, 593 1,420 
Total net fixed assets .... 1, 036 5, 640 6,050) 11, 814 7,058 8,560 9,463; 13,171) 12,456 8,029 
Other assets: 
Investments of a permanent nature................ _ 446 315 120 912 662 - 281 226 407 
Other, such as goodwill A 719 159 135 290 480 420 487 562 548 301 
Total other assets ....... * 719 605 450 410 1,392 1, 082 487 843 1714 708 
MOAT WES OOS o.oveccisreavecndsacvenenwsnsuatsenessiexs 18,070| 18,326] 18,250] 34,125| 34, 705| 34,523) 62,216) 67, 041 66,110| 32,263 — | 
Liabilities 
Current liabilities—accounts and notes pay- 
DIC. ..senrnncrsncsernsessnsenratessaccnsorarcncnsnssecasansesescasooens 2,799 1, 826 2, 112 5,570 6, 156 5,971} 12,513 11,876| 11,999 5,162 
Fixed liabilities — mortgages onfixedassets: 
Used in the business cc.c..cscssescccsessscssssessnsesenses 1,424 175 542 2,692 308 1,061 4,818 967 1,710 922 
Not used in the business. S - 69 49 = = = = 17 28 
EDEN Vila bth s sectesnscctevssesvecsevecercasaccasheunsvsstenssar 7712 470 559 1,218 1,128 1,157 1,009 2,406 2, 137 1,040 
EOLA OMAR SLINGS i viconcssecccacesnasancesuavacsnssnoscren 4,995 2,540 3,262 9,480 1,592 8,189} 18,340} 15,271] 15, 863 1,152 
Net worth: 
Proprietor’s or partner’S EQuity .........ccssccssesseees 13,075 15, 786 14, 988 24,645] 27,113 26,334} 43,876 51,770 50,247| 25,111 
Total liabilities and net worth .. 18,070| 18,326| 18,250] 34,125) 34,705| 34,523| 62,216 67,041) 66,110) 32,263 
Number of stores reporting ....... ne 45 108 153 30 65 95 11 46 57 305 
Average net sales per stores ... 32,997] 32,439} 32,603] 69,980} 66,057| 67,296| 141,370] 154,161] 151,692} 65,665 
4 a 


1. See difinitions on page 5 for more detail. 


TABLE 3, Country General Stores — Rented — Financial Structure by Size of Business December 31, 1950 


Stores with annual net sales of 
| Total 
Item! all 
(Average per store) $20,000 $50,000 $100,000 sizes 
to to and (rented) 
$49,999 | $99,999 over 
Assets 
Current assets: 
Cash on hand and in bank............eccccsscscsssssseesees ie 
Accounts and notes receivable (net) te 3, 339 6,248 
MGPCUOTGING AnGO RCORM, Tn. ccvscosk cst taatbimssntusavintaseiesiros cere aoc ER 10, 302 15, 021 11, 336 
Other current assets: 
Government bonds and securities 
PIOUAA OPBON BOR hayes cca casnage: akc eres ee I et 
Pel CARTON ARS COS aie ctat is Gatsece PeGEaLes oss oii ania nT encis as 15,151 23,161 28,029 
Fixed assets (net): 
Used in the business 
Not used in the business il is tap a a 1008 
Total net fixed assets 1,470 5, 653 3,685 
' , 
Other assets: 
Investments of a permanent nature ..........cccccccocceoee 
Other, such as goodwill .........cc eee ate 2 #0 cf 
BE ett aets ORE RRR en OO ee 3 458 245 
ee eS a 16, 624 29,272 52,383 31,99 


1. See definitions on page 5 for more detail. 
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TABLE 3. Country General Stores — Rented — Financial 


Item? 
(Average per store) 


Stores with annual net sales of 


= 


$20,000 
to 


$50,000 
to 


+- 


$100,000 
and 


Orit 


Structure by Size of Business December 31, 1950 — Concluded 


Total 
all 
sizes 
(rented) 


$49 ,999 $99,999 over 


Liabilities 


Current liabilities — accounts and notes DAV AIDC eaceecsscteveveseascteusestiee neers 


Fixed liabilities — mortgages on fixed assets: 
PE CBINUUNE IDUSITESS (ccc 2ckceuatutvissceicce. sevcscecceacenccele, 


Net worth: 
ERODE LONG u OMAP ANCTIETZ SUC OULLY sascacecernsessecsasouecasassseonsasesosscdeseessexedaessioocoseaseccce 


3,197 5, 307 15,648 7,741 

81 501 = 202 

= 1, 298 - 450 

2, 365 1,744 1,910 2,010 

5, 643 8, 850 17, 558 10, 403 

10,981 20, 422 34,825 21,556 
16, 624 29, 272 52,383 31, %9 
17 aly} 15 49 


ie a detti 35,085 71, 205 154, 983 84, 320 


1. See definitions on page 5 for more detail. 


RESTAURANTS 


Included in this study are those restaurants 
which had as their main activity the provision of 
meals, Those with sales of tobacco, candy and 
other merchandise amounting to more than 20% of 
Sales were not used. ; 

Reports giving detailed profit and loss inform- 
ation were received from 362 independent unincorp- 
orated restaurants. Results are presented by sales- 


Size classes for both owned and rented resvaurants, 
Balance sheet data were tabulated for the “‘over 
$20,000 annual net sales’’ groups. There were 
sufficient respondents in the rented category to 
permit a further breakdown by age of business, 


The operating results and financial structure of 
restaurants in 1950 are summarized below: 


The average gross profit of restaurants in 1950 
Showed a considerable gain over 1948, rising from 
37.08% of net sales to 38-71%. 

Increased operating expenses, especially in 
Occupancy and salaries, more than offset the gain in 
€TOSS profit. 

Net profit in 1950 formed 6.48% of net sales 
Compared with 6.90% in 1948. 


Gross profits were higher, in relation to sales, 
in the larger sized stores than in the smaller, while 
net profits were lower. 


The proprietor of the average ‘‘rented’’ restaurant 
had $1.24 current assets tomeet every $1.00 current 
liabilities. This ratio is lower than obtained by most 
trades due to the small inventories carried. 


Operating Results of Restauants 
1948 and 1950 Compared 


Item 


Number of restaurants REDON Bissstacssscscentem ons scostomeseeisusseicteetieittes 


Average net sales 


Profit and Loss Data 
(Percentage of net sales) 


Gross Profit 


Operating expenses: 
Employees’ salaries 


ere 


FOO eee ee en eeen sree aren eneeesseeseesbeeseeee ses seerseeeacesesereseeorerees 


SPP Otero reese es esee arson ee en eH esse ease aE es ae EEE HSOSOEE eee Ore seers DEseeseoneees 


OPO Cee ee ener eneseseees esse er enees caress ceseressseesesesssaeenee 


See veeescorcegeevasecove 


eee ecccvcoseccceccooucns 


Ceo reeereresseasorasccoes 


erererrerr errr rere rer y 


1948 


275 
55, 007 


37. 08 


18. 51 
7. 94 
84 
-25 
2. 64 
30. 18 


6.90 


1950 


362 
57, 963 


38. 71 


19.07 
9.21 
- 88 
37 
2. 70 
32.23 


6.48 
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Financial Ratios of Restaurants 


as at December 31,1950 


Rented 


Current assets to current liabili- 


TUE) dass aavakcosieousaavanasdcccoucconusensatcseles 1. 24 
Current assets to fixed assets ...... - 58 
Net quick assets to net worth ........ -99 
Sales to fixed assets used in the 

business ....... sdadeenusdasases avaecdeaaas a 10. 36 


Liabilities to net worth ..........ccccce0 


RESTAURANTS 

: GROSS AND NET PROFITS 

lo OF 7 OF 
NET SALES BN eee nh aie NET SALES 
4.0 |— 40 

GROSS PROFIT er 

coy} = — 30 
20 |— 20 
oO) — 10 


a —— — _NET PROFIT 


— on, 
— ee eee ees eee 


1944 45 46 4a ‘50 : 


TABLE 4. Restaurants — Operating Results by Sales Volume and Occupancy Basis, 1950 


Owned Rented 
Restaurants with annual net sales of Restaurants with annual net sales of 
Item 
$10,000 | $20,000 | $50,000 | $100,000 Widen $10,000 } $20,000 | $50,000 | $100,000 
to to to and $10,000 to to to and 
$19,999 | $49,999 | $99,999 over H $19,999 | $49,999 | $99,999 over 
Number of restaurants reporting 15 20 17 7 Py | 85 
Average net sales per restaurant ae 14,447 | 29,828 | 71,539 | 142, 723 18, 305 70, 716 
Average COSt Of Z00dS SOId ....c.sscssssssesscssssesssescescseeees 9,607 | 19,736 | 45,213 83, 799 11,511 43, 413 
Average beginning inventory ........... 7 523 1, 236 1,527 4, 804 600 1, 982 
Average inventory, end of year 574 1, 202 1, 764 5, 183 644 » 2,131 
Profit and Loss Data 
(Per cent of net sales) 

CHORE EMTOLIE.” .cocodaconschenubenicsscsunraasseresac stan nineeeoestacsoseasteneaniae 33.50 33. 83 36. 80 41,29 
Operating expenses: 

Employees’ Salaries and WAgeS  ........ssccssssesscessssseeeee 6. 83 2. 70 18. 36 22. 48 

SR NRIOG «utais cabs guivedisharean socabnaceneaen tetden on casenciottcastcastearciaie 1.33 1.07 . 87 91 

Insurance sats - 60 - 60 - 54 -65 

UD a sedctinaencenorsstaaesis ae - - - = 

Heat, light and power ...... as 3. 63 3.22 2. 54 2. 82 

Repairs and maintenance ... = 1.10 1. 56 1. 63 - 93 

Depreciation allowance ..... i at 3. 04 2.33 2.52 

Store supplies ........... e 7a Hy | . 86 -78 1.33 

Advertising ................. w ous 24 Pe | ~ 62 

Bad debts (written off) ....... on - 1 = = 

(Less) amount recovered _ a = =: 

Net bad debt loss ............... _ L — - 

PUI OREN OR DORR a0 Oo en eens Ba 3.67 2. 00 2.61 3. 66 
DORRE WaORINR GXIOMBOR Secicenscccasssesncctessssacsitianiteevecacvcacs 21. 92 23.34 30. 03 35. 92 
Net trading profit before deduction of proprietors’ 

Salaries and Income: tA: .oo.nccscnccssccocsccasinesyssesescose.coseces 11. 58 8.49 6.77 5.37 


1. Less than 0.005% 
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TABLE 5, Restaurants — Owned — Financial Structure by Size of Business, December 31, 1950 


Restaurants with annual net sales of 


1 Tota] 
Item all 
(Average per restaurant) $20,000 $50,000 $100,000 sizes 
and (owned) 
over 
Assets 
Current assets: 
Cash on hand and in bank ................ pap a 
Accounts and notes receivable (net) : 177 
Mi EMBUGAS cM GNUOTY mses ertcscess ciate ce hicicid theta et 2, 047 
Other current assets: 
povennment bonds and SeCurithes ...--csczessaesovescoesesercsssstéraseverecovessencosetecccssoesescsscc 1, 309 
Prepaid expenses : 67 
Total current assets 5,417 
Fixed assets (net): 
Wg Ce PLU WIC AOU SING SG ereeetacstecseaeretstcotcedtit sonar tensa ae 18, 590 
1, 639 1, 108 
BOUAIBEU IX LA SSELS Yu ccssisis- 00148 arctartiaicss oii & canviis eaewies av tieecieassiee, 19, 236 19, 698 
Other assets: 
Investments of a permanent Mature .......ccccscceccsecesecssecssesesecesecesecececesecsseces - 281 
Other, such as goodwill ons 126 304 174 
BOL ALOUD CRASS BLS cc esecss sade fost peat co rok toss Siszac tbetes ov etsté os WHE o ov eevetosceciohocscess 788 304 455 
EOLA ASS OES ewer car oss de snes rasdosececciversecdai bel iedvertbiecasts prideveubtsdvavene soatavnsuvdeesovucedte 16, 722 24, 722 25,570 
Liabilities 
Current liabilities — accounts and notes HIV AD) Omen evepectcgusttce ce tareaans meee eee ee 3, 551 6, 572 
Fixed liabilities — mortgages on fixed assets: 
(Ie TET Ga) SS BICESTER Se cee cop Oh ee 2, 654 3, 542 
Not used in the business .. na 278 226 
(CHRO) WENO TIS ecaecrnoes reer eet a prt ereee ee te a  ck eh AR Sr 1, 209 516 
RO CANE DULL Oe ssiece reson cteC pos ceatoa¥ ea svteccs cactus tvscvesin vsohoe = ee farstinces ae 7, 692 10, 856 
Net worth: 
Proprietor’s or partner’s equity .............. srs aa snob sty Whale acealc evo innankicacweaé cate reey iat Sae 9, 030 17, 540 14, 714 
Total liabilities and net worth 16, 722 24, 722 25,570 
Number of restaurants reporting ............. 20 17 47 
Average net sales per restaurant 31,931 67, 948 73, 702 


1. See definitions on page 5 for more detail. 


TABLE 6. Restaurants — Rented — Financial Structure by Size and Age of Business, December 31, 1950 


OOO 


Restaurants with annual net sales of 


[ Total 
Item! $20,000 — $49,999 $50,000 — $99,999 $100,000 and over all 
sizes 
(Average per restaurant) a ane Or a 
Under 10 years Under |10 years Under 10 years 
10 years |and over Total 10 years }and over Total 10 years | and over Total 
= | —— 
Assets 
Current assets: 
Cash On hand and in’ Dank.....cescsccsorersocsscenecars 679 1, 199 840 1, 667 1, 445 Ay 563 2, 343 4, oe 3) ee 15 rey 
Accounts and notes receivable (net).. 5 9 38 18 58 137 5 230 237 , oe See 
Merchandise inventory .......cecccesseceesee 908 774 867 2,422 1, 989 2, 219 4,176 4,319 ; ; 
Other current assets: 
Government bonds and securities .......... 281 529 357 172 341 251 633 Bk ot ik ey vee 
PFEPAIA EXPENSES ..cecenccasesoraverasee nae 42 13 33 130 38 87 249 36 


Total current assets 1, 919 2,553 2,115 4,449 3, 950 4, 215 7,631 | 12,520 9, 804 4,567 


teed a het hees Pacer con eoeeroropncesscetopencen 3, 400 2, 319 3, 085 8, 833 4, 393 6,756 | 16,955] 13, ee 15, ae Th po 
Not used in the business . 909 1, 085 963 872 746 814 = 1,41 


Total net fixed assets 4,309 3,464 4, 048 9, 705 5, 139 7,570 | 16,955 | 14,479 | 15, 854 7, 924 


Other assets: _ 5 110 
Investments of a permanent nature ........c:0« 39 191 85 285 103 200 . no = me Bes 
Other, such as goodwill ......ccsec0e 741 - 513 1, 416 122 810 5 = 

Total other assets ... ase 780 191 598 1, 701 225 1, 010 2,482 103 1,425 1 
WOtal ASSES cu svcssvesscerscnctectacadaonveesvusesevas 7, 008 6, 208 6, 761 | 15, 855 9,314 | 12,795 | 27,068) 27,102] 27,083] 13,422 
ac (ees ga ac A se aoe 


1. See definitions on page 5 for more detail. 
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TABLE 6. Restaurants — Rented — Financial Structure by Size and Age of Business, December 31, 1950 — Concluded 


Restaurants with annual net sales of 


Total 
Item? $20,000 — $49,999 | $50,000 — $99,999 mi $100,000 and over all 
( Average per restaurant) by sizes 
ii i : a : ay 4 (rented) 
Under |10 years Under /|10 years nder years 
10 years | and over Total 10 years | and over Total 10 years | and over 
{ 
Liabilities 

Current liabilities -— accounts and notes 
DAYADIES ...ccsccsecorercsssnsasensccssstsnscssrevsreessencnesenanare 1, 585 846 1,357 4,073 1, 820 3,019 8,975 9, 648 9, 274 3,695 

Fixed liabilities — mortgages on fixed assets: 
Used in the DUSINESS..........cccscrecscssccssesssasarsvene 87 29 69 539 124 345 640 - 356 234 
Not used in the business ... got 286 266 61 — 32 _ _ - 121 
Other abilities... .<scscdaceerses was rer 262 119 218 528 117 336 2, 485 385 Toor 5oL 
Total Liabilities .........-csccsesecsssscssesssrarseoseoe 2,191 1, 280 1, 910 5, 201 2, O61 3,732 | 12,100| 10,033/ 11,181 4, 601 

Net worth: 
Proprietor’s or partner’s equity ........cceere 4,817 4, 928 4,851 10, 654 Tans 9, 063 14, 968 17, 069 15,902 8, 821 
Total liabilities and net worth.............. 7, 008 6, 208 6,761 | 15, 855 9,314 | 12,795 | 27,068 | 27,102) 27,083] 13,422 
Number of restaurants reporting.........cceececerereee 47 21 68 33 29 62 20 16 36 166 
Average net sales per restaurant.......cecereseeeee 32, 959 30, 303 32, 139 70, 666 72,045 71, 311 | 143,993 | 169, 267 | 155, 226 713,463 
nol = | 1 


1. See definitions on page 5 for more detail. 


FUEL DEALERS 


Firms included in this classification carried on 
the retail sale of coal and coke with some also sell- 
ing lesser quantities of fuel oil, wood or ice. 

Profit and loss information was received from 
257 unincorporated and 76 incorpaated firms, and 
results tabulated by sales-size for owned and rented 
businesses. Balance sheet data were compiled from 
the returns of 180 unincorporated and 39 incorporated 


Gross and net profits of both unincorporated and 
incorporated fuel dealers showed little change in 
1950 from 1948 when expressed as percentages of 
net sales. 


Delivery expense was the largest single item of 
expense and in the unincorporated type accounted for 
approximately 50% of total operating expenses. 


Unincorporated dealers who owned and used their 
own delivery equipment spent 7.76% of sales on 


firms with $20,000 or more annual net sales. There 
were sufficient returns from ‘‘owned’’ dealers in the 
unincorporated class to permit a tabulation by age of 
business, 


Summary points on the 1950 operations of fuel 
dealers and on their financial position at the end of 
the year are given below: 


delivery while those whose delivery was done on 
contract spent 6.06%. 

Dealers operating from owned premises had more 
than $2.00 current assets for every $1.00 of current 
liability at the end of 1950. Lessee dealers had a 
current ratio of less than 2 to 1. 

Dealers who have been in operation 10 or more 
years were generally in a better financial position 
than those with less than 10 years business ex- 
perience, 


Operating Results of Fuel Dealers 
1948 and 1950 


Unincorporated Incorporated 
Item a o- ml 
= 1948 1950 1948 1950 
aq | ral | eae 
Number of dealers reporting | 
eianss Sovansagel testis Lecaeee eerie a eee 246 257 85 76 
AVETAR On Ol SALES i cccccietiriencatia enone ee ee 94,817 96, 474 231, 468 257, 278 
Profit and Loss Data | 
(Percentage of net sales) 
Gross Profit daiadentnspiauan cdavkigeai aka seh odsadoue onsgnentycdaaoran to taeai ieee ILO 20. 41 20. 62 19. 90 20, 22 
Operating expenses: | 
Employees’ salaries | 
3. 36 | 4. 08 6. 30 5.91 
ana 1.92 2014 2. 10 1. 87 
TRL MCTY wescesresesesesntssetntsntnteneeveveeeeerverntstnevegnenevnnennenets | 7. 69 | 7.01 | 6.65 7. 26 
8 . 34 38 | 38 53 
All other expenses 1.65 1. 88 2. 35 2, 32 
Total operating expesnses 14.96 15.49 17. 78 17. 89 
Net profit before deduction of income tax ! 5.45 | 5. 13 | 2. 12 2. 33 
| oe 


1. For unincorporated stores this ratio includes proprietors’ salaries. 
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Financial Ratios of Fuel Dealers FUEL DEALERS 
(UNINCORPORATED) 
as at December 31, 1950 er GROSS AND NET PROFITS > OF 
NET SALES BY YEARS 1944-50 NET SALES 
; 25 25 
Unincorporated} Incorporated 
Ratio 
Owned | Rented| Owned | Rented 
20 | ios prom 20 
Current assets to current 
Da bUWitieS ee... ft 1.75 
Sy 415 
Current assets to fixed 
NSS CUSTsacessterstascstesitearsss 3.87) ,1.41] 4.24 
{oO }— +10 
Net quick assets to net 
WORGH es ccvcctccc8s, neNedes. bay 60 
5 Se ee ee — ’ECGC LC. OO TS ST — — 5 
Sales to fixed assets used ine NET BRR, 
in the business ............ 19. 29 
Liabilities to net worth .. o) ae soe! ES Pe we fe) 
1944 45 46 ‘48 ‘50 


TABLE 7. Fuel Dealers — Operating Results of Unincorporated Firms by Sales Volume and Occupancy Basis, 1950 


Owned | Rented 
Dealers with annual net sales of Dealers with annual net sales of 
Item = - 
$10,000 $20,000 al $50,000 $100,000 | $20,000 $50,000 $100,000 
to to to and to to and 
$19,999 | $49,999 Lal over | $49,999 | $99,999 over 
Number of dealers BE DOPULN Bite ssacarcseas aint sscoesnce es cacecatc ch heaton 13 48 54 714 19 15 25 
Average net sales 15, 930 33, 993 70,412 179, 262 33, TTT 73, 860 161, 026 
Average cost of EOOOSHS Old erencavevscivestvcesescsisehas oencaviteniecReos oacecconsene $ 11, 680 26,175 56,016 142, 403 26, 356 59, 446 129, 273 
Average beginning ADVE DUCKY aeetrreetaetsinccesstirse ke oes ee $ 1,493 1,955 4,251 10, 542 2,305 2, 980 8,176 
Average inventory, end of WGA Se wpcnusuusvorsepieetaneecarecschanie ces cee $ 1, 195 1, 761 4, 644 11,452 1, 965 3,517 10, 537 
Stock turnover (times per year) 8. 69 14. 09 12. 60 12. 95 12.34 18. 30 13. 82 
Profit and Loss Data 
(Per cent of net sales) 
CIROES (TROIS: - cent fe eR A, Be a 26. 68 23. 00 20. 44 20. 56 21.97 19.52 19. 72 
Operating expenses: 
Employee’s salaries and wages (excephidelivery) sassasnte eee 6.40 4. 08 Ses! 4.46 3. 34 4.59 3.48 
Taxes oy Led! - 54 43 31 «38 “do - 20 
Insurance 200 49 Fee | ~39 - 26 - 28 - 39 
PUEDE te secstesevescocesecacse _ — - - 93 45 34 
arc Our ale hiaanda pow ergata te cet Soe eee ho te ct Oo) ecu! - 18 5 liz +26 ~ 13 - 16 
BCU OL Vamttes state mean Rear cacccr cern, Morten cn 7.93 6.50 6. 96 6. 92 7.53 D201 1. 72 
Repairs and maintenance ..... . 88 -79 +48 «45 won - 60 Ou 
Bemeciaiionrallowancestirnt...08 eae alee! - 93 - 85 - 60 - 38 - 62 - 62 
Store supplies . 34 ood ~19 . 26 Pas 4 SBHE 30 
RCvOrLIS ingyen seme eee ee cert See | et hee, 29 «39 - 23 41 - 28 -58 -41 
Bad debts — written off sols} = 20) 26 29 24 22 - 29 
(Less) amount recovered _ - - 06 - 06 - - 03 - 06 
INC LARA CNC Du slog S Wier gtnn tir. cee a ec ba centerline Ss - 18 . 20 - 20 G28 24 219) «23 
EITOURemeK Dens CSM. nae At, ee ie A ok es 1.50 121 Te 2) 1.39 Tani 1. 84 jessy! 
Total OPEL ALINE EXPOS OS i czczs cerns sooreoskieokcPivsseneususct totesicdessaisnetcccedieecest 21.21 15.75 14,41 15.59 15. 75 15.45 is. Le 
Net tradin ofit bef deduction of proprietors’ salaries and 
income ea be nceere ie ieas eaeenaaaecateey 2 - reer Parpeter es Aaa: Se | 5.47 TAPAS) | 6.03 4.97 6. 22 4.07 4.01 
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TABLE 8. Fuel Dealers — Operating Results of Incorporated Firms by Sales Volume and Occupancy Basis, 1950 


$50,000 to $100,000 
and over 


$99,999 


Rented 


$100,000 
and over 


Number of firms reporting ...........cccecececesesneeerenene adeo scepidavsasesetencanuacbasswenees 9 a1 35 
Average net sales per firm .. $ 73,951 276, 222 350, 861 
Average cost of goods sold ... $ 59, 745 217, 016 281, 849 
Average beginning inventory .. we S 3, 623 15, 588 17, 329 
Average inventory, end of year . “fo 3 4, 273 12,105 18, 291 
Stock turnover (tiMES PEL VEAL) .....cccccseccessesseceeecesesessceseeeesnnseeeeasesaseaseescensnaeanansareseesees 15513 15. 67 15. 83 
Profit and Loss Data 
(Per cent of net sales) 
GGNOS SDE OLLG ccccrovqcesnesoseeaivs ctstncexpresese uvasevdecsskedneecois ceroustaed deradens {aay tans (qearanave desucannduexsideudoss dy 19. 67 
Operating expenses: 
Employees’ salaries and wages (except GeliVery) ....cesescseceecerceeessceeserseaeeeeeterenee 6. 07 
PARES \acencgonncsvcuasvwavavkecouusaatecusaescasesecatedssdissnasaenese ~ 29 
Insurance.. 233 
VOM cyccacensrumaace . 36 
Heat, light and power, -10 
DIQUIVOLY. « ccsavsonntgavecsee 6. 48 
Repairs and maintenance ... 30 
Depreciation allowances..... 44 
Store supplies................ 29 
AGVertisl ng .. scenes. +30 
Bad debts — written off.... +25 
(Less) amount rec overed . . 09 
Net bad debt loss................. ae Peis) 
IATD (GEOR EXPENSES c oucevasscesacct tase ieee erssaventd covecdoeccOretesrcnmoweyvevoretsewcvaniatssasturenesnrgacsvewadest 2.16 
Total operating CxXpenSes <coscicecsdho decease sascevicadssenscscavivsndtacesssvdoecrnescysecuscactataucevasen 17. 53 
Net trading profit before deduction of IncOME tax............cccccccssssensesseccesscnscsscseneseesnens 


TABLE 9. Fuel Dealers — Delivery Expense of Unincorporated Dealers by Type of Delivery, 1950 
(Own equipment or contract delivery) 


Dealers with total net sales ot 


| $20,000 ~ $49,999 000 — $49,999 | $50,000 — $99,999 | $100,000 and over _ 


Contract 


SPDR SPIE G as os cracnco centroids oto niin aa hs canine taseaankinaedcnnaaxncvet eon 
Delivery expense: 
PRUE ie cay tins nk secede ltd andnacba canned Miele wasiesttiy unto enadien mectunetuccet wens 
Repairs and Maintenance ................00 
Depreciation, licenses and insurance.. 
Supplies used (gas, oil grease) ........ 
Total amount paid contract delivery . 


Total delivery expense 


TABLE 10. Fuel Dealers — Owned — Financial Structure of Unincorporated Firms by Size and Age of Business December 
31, 1950 


Dealers with annual net sales of 
it 


Item! $20,000 — $49,999 $50,000 — $99,999 $100,000 and over all 
(Average per dealer) t — 
10 years 10 years Under | 10 years (owne 
10 years | and over ice years | and over Total 10 years 
Assets 
Current assets: 
Cash on hand PRE MBA «verse tee pncenexenncnnnnaeas 1, 703 ; 2, 224 1, 181 vipee ise! 5, 633 4,794 7,643 6, 792 5, 320 
Accounts and notes receivable (net) . | 2,155] 1,958] 2,029] 11,777] 6,881| 8,133] 14,804] 16,648] 16,098| 10, 283 
Merchandise Inventory ......c.cssscscsessaepesstsoracses 2: it 1,821 5, 114 5, 258 5,221] 10,308] 11,213| 10,943 7, 008 
Other current assets: : 
Government bonds and securities ............ 231 1,736 1,192 220 2,301 1, 768 1, 792 3,186 2, 110 2, 086 
EP OBRIG OASIS we oc. seniesesdessecosnsieracas nistscis 37 45 19 100 80 370 302 322 182 
Dota CMTENE BSSCTS oo ooccsscacscciessuasssevseeis 6,397 7,311] 18,311! 21,703! 20,8351! 32,068! 38,9921 36,9251 24, 884 
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TABLE 10. Fuel Dealers — Owned — Financial Structure of Unincorporated Firms 
31, 1950 — Concluded 


0-17 


by Size and Age of Business December 


A 


Dealers with annual net sales of 
1 ; | Total 
Item $20,000 — $49,999 $50,000 — $99,999 $100,000 and over all 
(Average per dealer) = + sizes 
Under 10 years Under | 10 years Under 10 years owned 
SY years | and over Total 10 years | and over Total 10 years |and over Total : ! 
dle 
Assets — concluded 
Fixed assets (net): 
Used in the business sttteteeeceeeeeeeeeeenasecesessenens 6,572 6, 244 6, 362 9,974 7,021 1,777 13; 277 14, 394 14,060} 10,312 
INOE USed In The DUSINESS. ......cccccssccossseceovonere 925 2, 289 1 nor _ 466 347 837 1,051 987 998 
Total net fixed assets wooo... cccccccecceseeeees 7,497 8, 533 8,159 9, 974 7,487 8,124} 14,114] 15,445] 15,047] 11,310 
Other assets: 
Investments of a permanent nature ........ =_ 115 714 — 947 705 2, 033 1,391 1, 583 952 
Other such as goodwill ............ 160 — 58 47 871 660 704 303 423 403 
Motaliother ASSCUS: f...scic.scvlssteesshessieeestense 160 115 132 47 1, 818 1,365 2,737 1, 694 2, 006 1,355 
WE OLAL ASSOUS 2 o5.s riche eet 14,054 | 16,477] 15,602 | 28,332] 31,008] 30,324) 48,919 56,131] 53,978! 37,549 
Liabilities 
Current liabilities —accounts and notes paya- 
FIUC Mn aretcncccsscety ccnvesteaccasesterachvesvecvactacecesesvteesssues 4,586 1, 881 2, 857 7,498 7,057 Liye ly tel 14, 381 17,519] 16,582 10, 428 
Fixed liabilities — mortgages on fixed assets: 
Wsedibinithe: business. s....c..cccctcescverseesvecnesecee 1,425 192 1,021 - 481 358 1, 906 811 1,138 879 
Not used in the business _ _ - - 94 70 262 159 190 108 
ENCE OA DINIUICS ccccctevetvacrusssesatvasnece _ 404 258 3,444 340 1, 134 5, 138 459 1, 856 1, 249 
PROG aAL NADU EICS To, o.so<.ccvecsvsessenvececeresceavedeceens 6, 011 3,077 4,136| 10,942 1, 982 8,739] 21,687] 18,948] 19,766] 12, 664 
Net worth: 
Proprietor’s or partner’s equity .........c0ee 8,043 13,400} 11,466 17,390} 23,027] 21,585] 27,232} 37,183] 34,212] 24,885 
Total liabilities and net worth.............. 14,054 | 16,477| 15,602] 28,332] 31,009} 30,324| 48,919] 56,131] 53,978] 37,549 
Number of dealers reporting .......c..cccceccceseeceseees 13 23 36 LL! 32 43 20 47 67 146 
AWORAECNSAICS PELiGEAle! sicssccsssccsscsassscssesrcesntsos 38,750} 33,195) 35,201} 80,137] 70,431] 72,914] 168,850] 175,442] 173,474] 109, 763 
a { a z= set ae 


1. See definitions on page 5 for more detail. 


TABLE 11. Fuel Dealers — Rented — Financial Structure of Unincorporated Firms by Size of Business December 31, 1950 


Dealers with annual net sales of Total 
Item? $20,000 | $50,000 $100,000 all 


(Average per dealer) a and sizes 
$99,999 over (owned) 
Assets 
Current assets: 
COA Sm Ope CAI Th Dall K aeee, tau stetens vatloosnpansavnexangeansceeseetsactrxtlesetesacicecdsavsecesasdvuidesaces 1, 309 cds pied a eee a Be 
Accounts and notes receivable (net ; 3, 613 11, Ge tale a4 
MENCHANGIS CHiN Vie nb ONYiareasestesesecocvs csi Vev een yevedsverwicerckaecesvavessevenseyascuacteuacsnnasvesegceesancevass ila 4, 468 : 
Other current assets: 
Government bonds: and S@Curitiess cote crecssec: coset v-seaccssar- casasensavesenassesenssscesceesosenws 1, 060 35 ae 4, oan aN eh 
FARO DUE CME KDC INS CIS tosecensse nen cectcctassvacatessiotctastnstsetrrseitr canvass onsadrnsdcvcecevosaserstb¥ ovctcseeeborass — 
PLO GAIL CUNT CRUGASS CUS pieces gescean rat ateess ata asha seta sesshinsccponantegsopdsss oqpeonteshasasvuonausaee 7,503 22, 621 41,519 27, 623 
Fixed assets (net): 
Ilse OCU MIUHOR DUS INOS See cercetern nace vnascacescasersetencearear:tae-o nea aat cons wan paccnane @resevaenetnncsnosercaacane D. ee ae 363 sat f ae 
Not used in the business... , ae 
PL GUAIMeUAPIXCUCASSOLS . ecciescs.ccsticat neatirecccrastereceseves<actessteepsacvucadeadanneeaabnatssstaconc 3,110 2,363 11, 466 , 
Other Assets: as en 
Investments of a permanent nature ............s.eceeeeeeeesececececseecesees aoe ‘i ae ors 
Other, such as goodwill ............ arses ie 
OCA OLEE ASSEGS seeetetns.secarravssackveaevssascerteeseyec ceeestoce sate ce-sev-cocescteosocmneeeoetanisseasnesess> 554 = ’ 
PEANUT SOUS aster er eo Gus seuisine fs cnaprds oo ne daca vavaorvsissetad oa ksn's asaaibbwasdvaiines@usvacvosalsplaniianny 11, 167 24, 984 54, 626 35, 741 
Liabilities 
20, 308 14, 006 
Current liabilities — accounts and notes payable.........ccesscesccsseecserere cutenescneeseenanens 5, 147 11,359 
Fixed liabilities — mortgages on fixed assets: ae a 507 530 
ME Mui CHOADUSINCS Sis savsdepactisencslantcasactuseresecesarcrececteksscsncqassvesauesddetsienahsscatanmsedenconvnces o + 2° 3 
Not used in the business 16 743 1, 186 751 
ROT aL Lea TLE GLOS) ooo fe eee aos osancas socdanev'ae av sau ev aotedacanvev capes succxamatossdebaaosuttionctenncossroxsavdaecevess 
PURPURA AION NCIS oo Scag cactus nisms naan anauhix on nn camayaennrsibie ne scan h connanmaaunnsuciuayet a daiananaas oavadynest 6, 068 12, 102 22,021 15, 287 
Net Worth: 5, 099 12, 882 32, 605 20, 454 
Proprietor’s or partmer’sS CQuity .......scsccecsceessecesscesrcecsserscensensesseseaserserenrenseasenereracenees ; =e chee nity i 
Total liabilities and net worth 11, 167 ’ ’ 
10 1 17 *34 
Number of dealers reporting .....ccecscesccccsnecesecceeseceeseeceatcssseneneecesestsscasecesensnseasesensecenesnies aon 79/961 166, 966 109, 146 
AVerage Sales per dealer .......cccesssesssecesscececesecoenesessearscereccnsneneranansscsscsanssatencesecnenegenensen ; 


1. See definitions on page 5 for more detail. 
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TABLE 12. Fuel Dealers — Financial Structure of Incorporated Dealers by Size and Occupancy, December 31, 1950 


Rented 


With annual net 
With annual net sales of 


i 


itera! sales 0 
aotors Bee $50,000 $100,000 Total $100,000 Toei 
to and and 
$99,999 over over 
Assets 
Current assets: 5 3 4, 618 
Cash on hand and in bank PCR svnvenh gaslidhya Cave devsliasapsakecsnayii <5 2: aS a aa a a oe ae ua 
Accounts and notes receivable (net) . ‘ Fi , , 5, 938 
MGRCHANHISE MUVEN TONY: faint. cerercslarspasdionescsn eter ears dearacessuen sxche<sanansy 4,725 9, 981 7,924 19, 143 1 
Other current assets: 
Government bondS and SCCUTILICS ......cssccccesesecessnseesecatasereeaes iP res 5; coe 4, Ae e ar 3 oy 
Prepaid EXPENSES. .........cccccesereceense a . 
Total current assets 16, 130 44,503 33,401 85,535 70, 334 
Fixed assets (net): i 5, 397 
sed i SP SULOSG | etaatetannns ante oebabens sens ramtertnceasesn teresa 8, 806 16, 371 13, 410 18, 295 15, 
ME fusba nie bucineee hc 1) 190 16, 194 10, 323 1,347 1) 208 
PotAMMel Pld ASSESSES: «se ceccssesxsacasstteowepeneespeasch oustemankvanece sieees 9, 996 32, 565 23, 733 19, 642 16, 605 
Other assets: 
Investments of a permanent Nature ......ccccccesscecesecececeseceecreseeecens _ 1,729 i ee } Cp i Ee 
Other, such as goodwill ................ 3, 343 2, 995 se , » 
ROL AM ICON ASSO LG. cay, i. accaalcon ducks nsuscthonchs cates cdecevasakoes Cairo uarete 3, 343 4, 724 4,183 6, 221 6, 823 
est BE OUS Kons e aarscatteaakes anuaiujeaseaxeucteceey otc incaecctenaseeriee 29,469 81, 792 61,317 111,398 93, 762 
Liabilities 
Current liabilities — accounts and notes payable .......:ccecceeeseee 3, 548 16, 082 ph ee i 9 48,005 40, 152 
Fixed liabilities — mortgages on fixed assets: 
LOFT Oi M2 0S OT FSH oof ae PPP oer RR ot Se a cy 7132 ae Als eel 
Not used in the business . soe = 
ISA DH AGES es socssepiwesvcctncciv uc taarce eso ee eh ine 5,435 5, 380 5, 401 4, 290 
TRG el LVAD as 6 os copes ca ros puew one rdtarvon cosnepvo acon secatenvecetteretisiovaee 10, 126 22,194 17,471 46, 151 
Net worth: 
A RUAIE SPOCK 1accacscrsraee niccniortteecieisiel ae EK te eee oe 19, 003 38, 069 30, 608 25, pi 
Surplus and undivided profits 340 21, 529 13, 238 22, 00 
ObAb MED WOM, etatcerctassasnssnerruntasrece ence 19, 343 59,598 43, 846 47, 611 
Total liabilities and net Worth ............scccecccecsscnssrsererscesecs 29,469 81, 792 61,317 111,398 93, 762 
Number of firms reporting..... 9 14 23 31 39 
Average net sales per firm 70, 567 197, 258 147, 683 357, 913 297,001 


1. See definitions on page 5 for more detail, 


DRUG STORES 


Drug stores used in this study were those with- 
out soda fountain facilities. Usable reports on the 
profit and lossstatement were received from 545 un- 
incorporated stores and from 57 incorporated firms. 
These were segregated into sales-size groups for 
both owned and rented categories, In some size 


Balance sheet averages were obtained from the 
tabulation of returns of 352 unincorporated and from 
40 incorporated firms in the ‘‘rented” category. 
This tabulation includes only the size groups with 
$20,000 or more annual net sales. 


classes there were too few reporting firms to permit 
publication of their results. 


Operating ratios and financial structure of drug 
stores for 1950 are summarized below: 


Minor gains over 1948 in the percentage of gross 


profit were recorded in 1950 for both unincorporated 
and incorporated drug stores, 


Operating expenses of unincorporated stores re- 
mained practically unchanged. Incorporated firms had 
expenses of 28.95% of net sales in 1950 compared 
with 27.50% in 1948. 


Higher expenses of incorporated firms resulted in 
smaller net profit ratio in 1950. 


Therate of stock turn-over increased consistently 
with current dollar volume and ranged from 2.2 times 
a year to 4.02 times in unincorporated stores. 


The ‘‘current ratio’? of owned stores in both the 
unincorporated and incorporated types were in 
excess of 4 to 1 and rented stores showed only 
Slightly lower ratios. 


In both occupancy segments of the two organ- 
ization types liabilities were less than 50% of net 
worth. 
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Operating Results of Drug Stores 
1948 and 1950 Compared 


Unincorporated Incorporated 
Item 


1948 1950 1948 
an Be eat la 


Number of stores BUR rere asnater see aren nic vecss sane ciehadsqnnaseicamasdsieeiec itive acuck. 466 545 57 Sid 


ey canes arent sn npc natscacgcndectvhep sists stenddvussdanomncacerttecocende cose cage. 47, 382 45,117 81, 416 78, 306 


Profit and Loss Data 
(Percentage of net sales) 


cee ecw recs Sp anes bo Lid nces visio vans spss asuadzeisckoshdsssentbabosicdacsecchen 2,841 28.94 33.10 33. 40 


Operating expenses: 


Be NS Meche odes caosvdleg s2aussnnntsa nidtfaodsi sega evbieccacsenind 8. 69 8. 52 17. 69 18.48 
Be MN easel aca ee Bele geno vay bn sande atscssoas Adgaesackuvsetstasvocoscainde nebeiecaciel eds 3.94 4. 58 5. 12 5.77 
Be A NGS ae tects ete asa cs eS osnexs ob teh diva devevsSeoesesavlg Le dccinsced sateen tase 56 58 50 66 
a raya areca oes a anageseasvuksdctncevsndecdecteoctesavaacl ccretevoseccceecanesck, 94 79 1. 07 1.18 
OO ES a ee, ee ee 2a02 2.57 ce 17) 2. 86 
Total operating expenses 00.0.0... .cssccsscsssssscesssessosscsocsssssesesssosssonssescscsccosecesoses 16. 75 17. 04 27.50 28. 95 

Net profit before deduction of income tax! ....scsscccssssssssssesssesssecsecssccesrecsessscseues 11. 66 11.90 5. 60 4.45 


1. For Unincorporated stores this ratio includes proprietors’ salaries. 


Financial Ratios of Drug Stores DRUG STORES 
(UNINCORPORATED) 
GROSS AND NET PROFITS % OF 
1948 and 1950 Compared NER SAEs BY YEARS 1945-50 NET SALES 
Unincorporated} Incorporated 
+30 
Ene See ee 
|e 4 
Current assets to current 
MMU OS sss eost secs, Be 153 
Aone — 20 
Current assets to fixed 
SSCUS entree coors ess says 7. 81 a aa 
a ONE RRO’. = eee 
Net quick assets to net Nhe 
WOR GLiSsrae saccecte st nei vccsss 80 1x0. 
Sales to fixed assets used ee =I 
in the business............ 
5 biel ee fe) 
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TABLE 13, Drug Stores — Operating Results of Unincorporated Stores by Sales Volume and Occupancy Basis, 1950 


Owned Rented 
Stores with annual] net sales of Stores with annual net sales of 
Item ° 
wader $10,000 | $20,000 f soa i $100,000 
to 0 : 
$10,000 $19,999 $19,999 and over 
ee 
NUMBGIMOL SLOFE STOP OLGIN EG hcccccucseccdacovesssatevavecdsavevstessnees LE 44 33 
Average net sdles per store .. a 8, 888 15, 566 14,997 
PVEPORS COST OL BOGES BOG So s.cisscleieb cass sicnucenccues choctebesasasasxvaveiseestce 6, 590 11, 245 10, 455 
AVerage DESINMINE INVENLOLY .....csacesccasscnesiscshsnnsnstasacecasvzageesessaseess 2, 486 4, 562 4, 652 } 
Average inventory, end of year ... 2, ole 4,785 4, 859 
Stock turnover (times per year) 2.64 2. 41 2, 20 
Profit and Loss Data 
(Per cent of net sales) 
GROSS) DIOL Ese cacoseccracspvncesowsiancasidss ioutsosassinveactecseascceuscecotecetoKeeentceenvs eerie 25. 85 20, 15 
Operating expenses: 
Hmplovees® SAIATICS ANU WALES ccscca-cvecovcsdsavececsccscnexeseceserscecacyeccerens Mey | 4. 31 
AROS ores cctes ce dictbvessanipacnnaknthenas =e 1. 36 1. 22 { 
Insurance. 218 219 | 
FRG DG a oscccssehpacasuecssdeinsenen — — | 
Heat, light and power ...... 2. 44 loka 
Repairs and maintenance 82 2 67 
Depreciation allowance... 247 1, 14 
Store supplies... ~ 40 » 06 
Advertising .... ans + 20 2 46 
Bad debts — wr ion 04 224 
(Less) amount recovered. _ 03 
Net bad debt loss.............08 = . 04 oak 
PIVOCRE CRB SOR trate actctires cee ee ee Le 1,96 
Motal Qneratine Ox enSe SA oo o.cesss akc cedessacsdtssber Misecexaess eee 10.19 13, 04 | 
Net trading profit before deduction of proprietors’ salaries and 
BRC OMS sURKG o, cen sxnt eee acatescasnectressiedvarnecel iovaevesnidenres Tettastorstetre so aoe ene Tae 15, 66 14.71 


TABLE 14. Drug Stores — Operating Results of Incorporated Rented Stores, 1950 


Stores with annual net. sales of 


It ie 
ae $20,000 $50,000 $100,000 
to to x 
$49,999 $99,999 and over 
— 

10 

. $ 36, 296 

a 25, 464 

see 8, 697 

. $ 9, 091 

2. 86 

Profit and Loss Data 
(Per cent of net sales) 
SSN IGYS 1) 0) ee Rah eo OO EN Rea Mn ae Pe eee WT a ee Oe 29,84 33, 24 35, 37 
Operating expenses: 
mmblovees” ealaries.and-wawes. o.o:cc2sccteeracaisecachasen tee 19, 77 17, 96 19. 47 
AXES ca ee : ¥ . 39 32 27 
Insurance . 40 59 +50 
OE Sabie cosengea 2,81 3. 37 3, 52 
Heat, light and power .... aul 50 244 
Repairs and maintenance . 297 Ape +49 
Depreciation allowances . 3 «at . 78 + 68 
Store supplies ............00 . a 62 60 <77 
Advertising ..........ccssee. 46 1.31 1, 26 

Bad debts — written off ...... » 21 
(Less) amount recovered 202. 
Net bad debt loss wo. = 
All other expenses .... 3, 34 


Total operating expenses 


MISCELLANEOUS RETAIL STORES 0-21 


TABLE 15. Drug Stores — Owned — Financial Structure of Unincorporated Stores by Size and Age of Business, 
December 31, 1950 


It Stores with annual net sales of 


1 Toma Dotal 
Item $20,000 — $49,999 $50,000 — $99,999 all 
(Average per store) a sizes 
Under 10 years Total Under 10 years Total (owned) 


10 years | and over 


+ is = ea 


10 years | and over 
4 


Assets 
Current assets: ; 
Cash on hand and in bank Srishuaanessebnaswsarsasaqusbedseraeneucsceczssssacacceesdauceecesnece 1, 927 2, 165 2,103 4, 030 3, 439 3,617 2, 839 
Accounts and notes receivable (net) “ 481 496 492 794 1, 436 1, 242 903 
RPO MONT ea ereretcrciseertemionrinisssinssrncccroannrcc Wpotd 8, 750 8, 390 15, 262 13, 272 13, 873 10, 842 
Other current assets: 
Government Ponds sid wecunitlosiny 35 hrinnctaees chiro 6 1,990 3, 033 2, 761 595 2 192 1,710 2, 560 
Prepaid expenses 47 92 80 72 86 82 93 
Total current assets 11, 816 14, 536 13, 826 20, 753 20, 425 20,524 | - 17,237 
Fixed assets (net): 
Used in the business Me nshsaSungsepscsuasisasevapssassavnevaséiesaséyaabossexeesdcetves 8, 287 7, 182 7,470 16, 436 12, 779 13, 883 10, 450 
Not used in the business 1392, 2, 210 1,997 1, 447 3, 494 2, 876 2, 252 
Total net fixed assets 9, 679 9, 392 9,467 17, 883 16, 273 16, 759 12, 702 


Other assets: 


Investments of a permanent nature 144 1, 507 ie 52 _ 162 113 ids 
Seth SMM GS ZOCAWADY i. csczecscesesircsscortierccocencccnncrn nn, ot 169 459 383 588 262 360 397 
(IC WET, Saree ae ees FO 313 1, 966 1, 535 588 424 473 1,170 
SLGtalias Setatnccentmcncen cere vicina etc 21, 808 25, 894 24, 828 39, 224 37, 122 37, 756 31, 109 
Liabilities 

Current liabilities — accounts and notes avabley caer ace ee 4,153 2, 735 3, 104 5, 548 5, 424 5, 461 4,173 

Fixed liabilities — mortgages on fixed assets: 
Used in the business ae 3, 112 1, 238 Leetial 6, 185 1, 458 2, 885 2,451 
Not used in the business . a 594 401 451 a 743 519 460 
Winer Labilities; 0.4... = 1, 584 988 1, 144 575 160 285 802 
PLO LARBELAUEIEL OS (sess, cots esbesantsseaiaiaatsevsvianvenssesicessococeies. co, e- 9, 443 5, 362 6, 426 12, 308 7, 785 9, 150 7, 886 

Net worth: 
Pato PILE LOluSuOr, Dearther's 16 QUALY ees elivs.bcezscse¢eteneiasssscs eh SM sexicacccs. 12, 365 20, 532 18, 402 26, 916 29, 337 28, 606 23) 220 
Total liabilities and net Worth...........ccscscssssssscesccssssesssssesecosesece- 21, 808 25, 894 24, 828 39, 224 37, 122 37, 756 31, 109 
Number of stores TG 1) ONE UR 2 ometratecesceteken aeceesie eee eee es 24 68 92 16 37 bs! 150 
lerae csi elucal Cs iper stone! skeet naw. sore tn ann ee esa 34,010 33, 429 33, 580 66, 996 63,475 64, 538 48, 662 
af L 1 


1. See definitions on page 5 for more detail. 


TABLE 16. Drug Stores — Rented — Financial Structure of Unincorporated Stores by Size and Age of Business, 
December 31, 1950 


Stores with annual net sales of 


[ Total 
Item! $20,000 — $49,999 $50,000 — $99,999 all 
(Average per store) F T iz aa Se $100,°C0| sizes 
Under 10 years Total Under | 10 years Total and over | (rented) 
10 years |and over f= __|10 years | and over | 2 


Assets 


Current assets: 
Cash on hand and in bank............. 
Accounts and notes receivable (net).. 
MCKCH AMICUS CULV EILORY fer soofics.0.ap soe cst eee eemieeeiieesse Mic covessecn eee 


Other current assets: a 
Government bonds and SeCuritles: csssctssesteeeceesccesesceserseessadasesestae 
Prepaid expenses........ al 5 


1, 982 2, 086 2, 058 3, 313 ayo Bi9ob y) 1d 2a, 3, 384 
298 383 360 954 738 795 oh RE) 757 
8, 341 7, 865 7,996 | 12,953 | 18,969 | 13,703 || 21,811 11, 190 


470 1, 284 106 69 2, 146 1, 602 2, 058 1, 345 
18 9 11 182 121 137 1, 382 145 


11,109 | 11,627 | 11,486 | 17,471 | 21,125 | 20,168 | 40,527 | 16, 821 


FEGCALN CINE ONE ASSES oc cces:acassenssasiacstcossstecee re aseoee nsaeavote evade - rs 

Fixed assets (net): eek 
i i Zo, 1, 455 3, 429 1, 819 2, 240 2, 306 A 

ISAS Anat ONO) RSS SSNS: vate waarmee Fs Ae OS SA ai ae Jie Ye a aa ey sy ay ae rae ee 


2,139 3,126 2, 856 3, 763 4, 968 4, 652 6, 916 3, 844 


Other assets: oO an 
Investments Of a PerMAaNet NACUIe .........crerscoeecesencscensersraseseccsereresecs 94 1,054 791 57 He eee eS ae 
MORSE SM CHLAS BOO WillNee: alc: i055, scujseviecceose otto oe oie As nace vou 508 565 1, 363 ¢ 

ERS RULOLUOLEAS SOLS Meso a aes coon soc cossecsevosaeo ceca voted aeecavea seers 811 1, 562 1,356 1, 420 1, 760 1,671 572 1,441 
BUOLALE AS SOUS waco tec ierscctenconccvedscrantetescvavereatronesionssavereaiostvsiceesioxouse 14,059 | 16,315 | 15,698 | 22,654 | 27,853 | 26,491 | 48,015 | 22,106 


1. See definitions on page 5 for more detail. 
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TABLE 16, Drug Stores — Rented — Financial Structure of Unincorporated Stores by Size and Age of Business, 
December 31, 1950 — Concluded 


Stores with annual net sales of 


Total 
Item } $20,000 — $49,999 $50,000 — $99,999 all 
( Average per store) sizes 
$100,000 | rented 
Under | 10 years Under | 10 years 
10 years | and over 10 years | and over 


Liabilities 


Current liabilities — accounts and notes payable...........ccecsrereeceeees 3, 428 2, 766 5, 489 10, 220 
Fixed liabilities — mortgages on fixed assets: 
TISGC MH TUMO DUSINESS eer cenusas asacslecdsecouvscrssestaiectacapscevenevss<e of 478 48 166 190 156 
Not used in the business 4 ~ 623 453 — 1, 048 - 
Other liabilities ............. Be 1,910 244 700 2, 841 1,099 113 
Total ADMIRE yoo: cssrcoren serene eR ach aceaee TongecaCenstaueecasincs wssresexres 5, 816 3,433 4, 085 7,826) 10,48¢ 
Net worth: 
Proprietors OP Darien s COU) ..:csncsreg:ececssevsssrooscsaxoscvsaveccsaralgesdsance 8, 243 12, 882 11, 613 18,665] 37, 526 
Total liabilities and net WOrth..............c:cseccccesssessresesressssesscerere 14, 059 15, 698 26,491 
BVUMP Or OF SLOPES TEPOLUME so w.cecespycvcacecseacsenccsnesoucessosaranehaseinsansteraccnasess 29 106 84 
Average net sales per store ..... 36, 278 35, 25. 68, 373 


1. See definitions on page 5 for more detail. 


TABLE 17. Drug Stores — Rented — Financial Structure of Incorporated Stores by Size of Business, 
Decenber 31, 1950 


Stores with annual net sales of 
Total 


Item! all 
(Average per store) $50,000 $100,000 : 
Ha and sizes 
2 ms $99,999 over 
Assets 


Current assets: 
Cashion Hand and Tn Paneyc 213 op .srcuvssenesscecseieret cas secteectes miteea hae a 
Accounts and notes receivable (net) "A 
HER ERAN ALSO UVLO LY Yc ceeensti Cadescbocteveseaes catniect aaah Senet Pe nn) ed 20, 144 


Other current assets: 
Government bonds and securities 
Prepaid Expenses ......0.s:resec0. oe 


Wokal Curent ASSIS 5 scveszssancdtsacvendelacasdiecasstioucssotaeeeesece cae ee waivzibadsnsieveass 31, 885 41, 567 


Fixed assets (net): 
Used in the business 


8, 888 


8, 888 

Other assets: 
Irivesiments of a permanent mature .......-.0ssececenssosesscesencsacccsecesverasssececestsesaasvavevesvoe 7, 868 
Other, such as goodwill 4. 392 
Total other assets... 12, 260 
PRIGEAR ARISES oie cuzenshien cote nessun pesboasbeurexupncoai cui semen ricco ho ee 37, 791 62, 715 

Liabilities 

Current liabilities — accounts and motes payable ...c.ccccccccscssssececececesecececcssscceseceseeeee 13, 148 


Fixed liabilities — mortgages on fixed assets: 
Used in the business .0........cescesessceeee 
Not used in the business . 
Other liabilities 


1, 900 


6, 851 
21, 899 


12,112 17,029 
16, 612 23, 787 


28, 724 40, 816 
Total Mabilities amd met Wortle «xcs. scucecocccosnosasonsisarsastesseanvcdesseedécavecacuccdes Le 37, 791 62, 715 


10 
weaeesilsclscemana ot wenspioscid he ibiViousauuuniadiaaindatecanesiavamtebvcegs san ERS 74, 215 138, 638 


1. See definitions on page 5 for more detail. 


4, 342 
175 


673 
831 


6, 021 


16, 085 
22,106 


202 
54, 678 


3, 850 
186 


4, 036 


2, 181 
2, 433 


5, 214 
40, 788 


8, 453 
597 


2, 953 
12, 003 


12, 261 
16, 524 


28, 785 
40, 788 


40 
63, 178 


| 
| 
| 


In this classification reports suitable for in- 
clusion in the profit and loss tabulation were re- 
ceived from 518 unincorporated stores and from 82 
incorporated firms. Results are shown by sales-size 
classes for owned and rented stores with the ex- 
ception of ‘‘owned’’ incorporated stores where too 
fewreturns were received topermit a size breakdown. 


The average unincorporated jewellery store had 
& smaller percentage of gross profit in 1950 over 
1948, had higher operating expenses and somewhat 
lower net profits. 


Incorporated firms , however, obtained higher 
ratios of gross profit, spent less of the sales dollar 
on operating expenses than they did in 1948 andhad 
4 net profit of 5.79% of sales compared with 4.40% 
in 1948. 
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JEWELLERY STORES 


Balance sheet averages are presented for the 
two occupancy classes of unincorporated stores and 
for incorporated firms in the rented class. Results 
were compiled from the returns of 281 unincorporated 
business in the $20,000 and over sales groups. 

Some of the more important points in the 1950 
operations of jewellery stores are reviewed below: 


The dollar volume of stock on hand at the end of 
the year was greater than at the beginning in all 
size and occupancy segments. 


The rate of stock turnover was more rapid in 
the larger stores and ranged from less than once a 
year to 2.33 times. 


Both the owned and rented groups of the two 
types of organization obtained favourable ratios of 
current assets to current liabilifies-in excess of 2 
LOM 


Operating Results of Jewellery Stores 
1948 and 1950 Compared 


Item 


MUMDEE OLestones Teportineatesasscctetecc einen 


AERA NG) RC Se or re re | 


Profit and Loss Data 
(Percentage of net sales) 


CROSS) TEAQOE cenit pee ae one a) ee OE 


Operating expenses: 


BIMULOVCOSESa AnleSeer.., eters: tect eects cassette eee ete ticcee: 


Hee eae eeerereesruconenese 


Sees eee eceececeeeescnsese 


se seeeecerenesceasserenne 


eee meena seneenensacsenes 


1948 1950 1948 1950 


cndieasnapestansseceesy 274 518 46 82 


33,476 33,707} 110,000; 111,999 


39. 13 38.78 40.76 41.67 


cagnomncronsathoct ae 11. 88 11. 21 21. 15 20. 22 
asaya eesconstaseeteens 6. 04 6. 88 7.11 7. 04 
noceenceionardoseeetnconan 1.00 96 1.11 1.11 
Getsroneroroe sdanececpo 1. 82 2.13 3.19 3.33 
eccecneckerciatpocnes 3. 11 3.58 | 3. 80 4. 18 


1. For unincorporate.. stores this ratio includes proprietors’ salaries. 
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Financial Ratios of Jewellery Stores JEWELLERY STORES 


(UNINCORPORATED) 
GROSS AND NET PROFITS 


as at December We els To OF 
. 31, 1950 NET SALES BY YEARS 1944-50 NET SALES 


Unincorporated 


Incorporated 


50 


i 


SCF GROSS PROFIT 40 
Current assets to current | 
MIB DUES: t..ccteewssecceraees 2.63 ele 30 
: La Bi 
Current assets to fixed 
RES OUS ee ias radi. cree 13.47 
20 : 20 
pe NET PROFIT 
Net quick assets to net be ees Le | 
WOYGE 1. ncchacsnanscesecarspectuneecs -91 — a cones cn 
10 -— +410 
Sales to fixed assets used 
in the business ............ De ae 


Liabilities to net worth .. 


TABLE 18. Jewellery Stores — Operating Results of Unincorporated Stores by Sales Volume 


and Occupancy Basis, 1950 


Owned Rented 


Stores with annual net sales of Stores with annual net sales of 
em 
“inden | eae st a ret oue Under aad Mica ig ag tie saa 
$10,000 | ¥ $10,000 ” - 9 
$19,999 | $49,999 | $99,999 : $19,999 | $49,999 | $99,999 over 
— — — _ _ — : —-_—_—_——} ——— — [ — 
Number’ oftet ores Poth. j..c.ciiersasmataeen ices ae 14 23 | 39 19 63 99 178 66 15 
Average net sales per store .. $ 7,377, 14,205; 31,246] 69,634 6,896| 15,135| 31,724| 67,820; 146,900 
Averageicost of goods sold .. eS 4,319 8,234 19,545 44,728 25718 8,798 19,717} 41,135 89, 536 
Average beginning inventory ... mir! 3,635 8,054/ 13,913} 21,150 4, 178 8,119: 13,987] 26,034 34, 064 
Average inventory, end of year ... ns 4,293 8,384 15, 404 23, 654 4,616 8,840/ 15,475 28, 243 42, 806 
Stock turnover (times per Year) oocececccccecscececsceessceececccesse 1.09 1.00 | 1. 33 2.00 » 85 1.04 1.34 1.52 2. 33 
Profit and Loss Data 
(Per cent of net sales) 
| 
RAEAUESFY AOR oo sarecae bay ae ceesacaerv cacecatanccis ware eae eseena ae isos | 41.46) 42.04) 37.45 35.77 46.09, 41.87] 37.85) 39.34 39.05 
| 
Operating expenses: | | 
Employees’ salaries and Wages o..ccccccccsecsccsseessocececeees, 3. 13 | 8. 80 | 9. 38 13. 28 4.96 8. 38 10. 42 12. 46 14.41 
REPRE GIST? <conta qeccete ce ee 2. 80 1. 56 97 | -97 - 70 - 60 38 | al Beh) 
oe 1.44 -93 87 | - 89 | 1. 03} 97 | uP) 278 en 
SRS SER = 24 =| = 8.56, 6.31 3.54 3. 24 2: 
Heat, light and power ..... 2.01 1.90! 1.51] . 89 Lor i065 -80 -61 48 
Repairs and maintenance .. 1.06 1.15 - 86 - 60 | - 70! D2) -61 -45 +38 
Sy eapasees allowances .. 3,391 2.33 2. 29 | 1.32 1.81 1. 20} 1.02 - 86 1.09 
roe Supplies Be ees es 1.30. -89 -79 | 1.06 | 1. 06 95 | -90 | 1.07 +94 
WOrtl ging a suai sccnestace 1.90! 1. 12} 1. 68 | 1,86, 1.69 1.42 1.87. 2.65 2.81 
Bad debts — written off ...... 06 - 10! = 23) ~ 29 | - 40) 16 aytil -61 - 54 
(Less) amount recovered .. mM | 25 -01| .14| 30. = -01! -01 - 24 
Net Bad debt 108s... - 06 | 10 . 22 +15] 10 16 “ig - 60 +30 
bana SRURIAL PE DONB OD oon 3.35inacsned cagtiticeecos eines oe 5.05} 3.45 3. 54 3-30} 3.62 3.52 3. 23 3.05 3. 19 
, | } 
Total operating expenses 000 22.08) 22.23 | 22.11) 04 25.28 23. 68 26. 03 26. 85 
Net trading profit before deduction of proprietors’ sal- | | 
PIGS BUG ARMOR CAR oi onity ino haseeceicssicdcell cet ake | 14.17 13. 31 12. 20 
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TABLE 19. Jewellery Stores — Operating Results of Incorporated Rented Stores, 1950 


Item 


Stores with annual net sales of 


$20,000 
to 
$49,999 


illite ee 


and 
over 


Number of stores reporting ..... 

Average net sales per store ... $ 
Average Cost of g00dS SOld oe. $ 
Average beginning TA ACSIUR0) in inert a ee $ 
Average inventory, end of year $ 


Profit and Loss Data 
(Per cent of net sales) 


rere erence ectertoneinesnestrseriertcsmpramovtscesnstenvesstisuininesscccecc,. 


Operating expenses: 

Employees’ salaries and wages .. 
MAKOS! .o cccescss ERaRSR Ons a nasieaectev 
Insurance 


Heat, light and power ...., 
Repairs and maintenance .. 
Depreciation allowances .. 
Store supplies o.oo... 
AOVETISING «....sccsee-ccesies 
Bad debts — written off . 
(Less) amount recovere 
Net bad debt loss ........... 
REE SUCHE SSR atin Midewcucatini 


20 
34, 619 
18, 982 


16, 820 
17, 977 
1.09 


$100,000 


32 
202, 286 
117, 830 


58, 838 
70, 665 
1. 82 


TABLE 20. Jewellery Stores — Financial Structure of Unincorporated Stores by Size and Occupancy December 31, 1950 


1. See definitions on page 5 for more detail. 


Rented 
ae 
Item1 Stores with annual net sales of | Stores with annual net sales of 
sScrake Det“store) $20,000 $20,000 | $50,000 | $100,000 
to to to and 
$49,999 $49,999 | $99,999 over 
Assets 
Current assets: 
2,998 8,077 4, 869 2,939 5, 648 9, 677 
1,507. 3, 278 2, 160 1, 839 5, 857 23, 927 
15, 250 24, 867 18, 793 15, 486 27,524 43, 997 
Other current assets: 
Government bonds and Securities........s.ssecssssssesssesssesssecssecsseceseceseoeses 647 1, 226 861 7169 2,606 2,950 
Prepaid expenses .oeeeeeeceececseces. 141 153 145 49 202 530 
Total current assets __.. 20,543 37, 601 26, 828 21, 082 41, 837 81, 081 
Fixed assets (net): 
Used in eee nets Ane xBdEeaneuous oat icansyaeaseducereesvedadesanecessivserssnuv deed elec 11, 466 14,922 12, 740 1, 867 2,999 7,475 
Not used in the business 2, 254 1,278 1, 894 1, 263 1,732 1, 000 
Total net fixed assets 13, 720 16, 200 14, 634 3,130 4, 731 8,475 
Other assets: 
Investments of a permanent nature .....ccccsssccsccsecssssosesssesessseseccoecesecceeecs 792 2, 893 1, 566 aes pee 5 
PEE ESUCH as seo Wille. te 8.1... Meee a Peed, nue eue 17 191 81 258 
Bora lnothencacsets garsumer. en ae tn cctv agli el Tbe 809 3,084 1, 647 675 995 916 
PLOLICASS ELS te neste, tated OM eke FO CNet, dds etic cx 35, 072 56, 885 43,109 24, 887 47,563 90,472 
Liabilities : 
Current liabilities — accounts and notes AAD LOR ie cee reencveeveseccsctaniuuescs 8, 870 16, 352 11,627 7, 093 15, 368 39, 468 
Fixed liabilities — mortgages on fixed assets: 
Used in the business ae 4, oon 5, 342 4, aa6 Ee a Rae 
t ; iness.. a Ss 
a8 eee ee adoueetertaceateasicss at 919 2,514 1,507 952 1,036 2,148 
MOLAib liabilities gen. >. oth «Oye. 9 Wel Ab et Ne el 14, 821 24, 208 18, 280 8,357 17, 079 42,152 
Net worth: ¢ 
BSSODLCLOMS) OLN DAL MED ’S £6 QUILY. cascenccesescvs:svevevvisnagicnessécasrsnvvescsveseesose 20, 251 32, 677 24, 829 16, 530 30, 484 48, 320 
Total liabilities and met Worth .........cccccccccccscsssessssesessecsssseessescsseces 35, 072 56, 885 43,109 24, 887 47, 563 90, 472 
; 53 56 15 
meno tistonessrepontinesem. fais ..;.caee sei eres 36 21 Dil 1 
Eetece ne ep erenorting: nism anspwa vis dunbads braiteed texas daaneeasub sites sanguciaaee rar tese esac 31, 892 68, 794 45,487 31, 6Uu 69, 150 146, 900 


4, 067 
4, 322 
20, 405 


1, 375 
120 


30, 289 


2,526 
1, 362 


3, 888 


432 
339 


71 
34, 948 


11, 330 
194 


223 
1, 053 


12, 800 


22, 148 
34, 48 


224 
48, 708 
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TABLE 21. Jewellery Stores — Financial Structure of Incorporated Rented Stores by Size of Business December 31, 1950 


Item! 
(Average per store) 


Current Assets: 
AOU i ONE RATED SARA ATH TEVA earreaywecs cco guctonssaessesuheceetasbbasesceoesucasacebucesesde? 
Accounts and notes receiyable (net) . 
Merchandise inventory .............ccescscseee 


Other current assets: 


Government) Sondsifind Securibles! a scesscececessscsoncisvassvecesvestagsovccsvecsvessscteteese 


Preavaild ‘6x penSesi< so c.ccceecisassceescccoone 
Total current assets 


Fixed assets (net): 


ed tte BS * Pus Tie Sat re peace <cacssareecasucerkvasvncasoereteruseetiecs teresa cesmaenrnecee Cone 


Not used in the business .. 


MOFAL BOC EIRCM REBUT (aos cen ncenctctersosssessussvastorasseivacoticemenins dni eertacienin eames 


Other assets: 


Investments Of a permanent NAtUTe .........ccccecesccvesssscsecesecessssacerscencecececeoensacszess 
CRNOPs SUD Ir AS ZOOM WANA. 2 4055.0 cccgiecssessounscer te ee erie ee ah eae 


PR OMMT OTN OT AEBOLE! cocacecssconssanceaest currvccsvaseraeiopecesetttves einen uiuesticiscuseeeeeee tee 


Total assets. ................ phe FaNeseneientanedrin'dawUnuvsldduvaninnl cipwedcsaced saveaGexdsvexmsisteteree 


Liabilities 


Current liabilities — accounts and notes payable .......ccccccocecsscsosecssocecescsccecesee 


Fixed liabilities — mortgages on fixed assets: 
Used in the busineSs ....... 
Not used in the busines 

Other liabilities ..00000.. 


TD otaals Hab MMLC Maccaseasccne has sassteshvcvacdton tea ecate hen ce 


Net worth: 
Capital staeks) sta icttren aceite eee ee 


1, See definitions on page 5 for more detail. 


a a a ee 


Stores with annual net sales of 
Total 
$20,000 $100,000 all sizes 
to and 
$49,999 $99,999 over 

3, 063 6, 272 5, 586 
2,306 4, 7065 23, 648 12, 906 
18, 916 34, 665 67, 662 45, 864 
shestieas 1, 164 4,439 6, 284 4,427 
174 531 805 563 
25, 623 51, 249 104,671 69, 346 
veasice 2,431 2,813 7, 987 5, 125 
81 - - 22 
Rea 2,512 2, 813 7, 987 5,147 
datecenes 1,640 | 1,827 299 1, 064 
RC cateate 1, 343 2,312 10, 052 5, 665 
Rettyecs 2, 983 4,139 10, 351 6, 729 
Perr 31,118 58, 201 123, 009 81, 222- 
Svdcasaes 10, 995 17, 192 40, 334 26, 339 
== = 7 3 
ees 3, 547 2,815 12, 753 7, 648 
neccthrce 14,542 20, 007 53, 094 33, 990 
sree 9,638 20, 790 38, 763 26, 203 
fee. 6, 938 17, 404 31; 152 21,02¢ 
peeteuey 16,576 38,194 69, 915 47, 232 
Pacts 31,118 123, 009 81, 222 
seunenee 16 28 60 
avastbese 34, 686 189, 124 116, 931 


TOBACCO STORES 


Tobacco stores are those in which the sale of 
tobacco and smokers’ sundries forms more than 50% 
of total sales, Usually other merchandise is sold, 
Such as maga Zanes, newspapers, confectionery and 
novelties. 


Returns on profit and loss data, satisfactory for 
tabulation were received from310 stores. Theresults 


Higher operating expenses in 1950 more than off- 
Set the gain in percentage of gross profit over 1948 
to leave a net profit of 7.38% in 1950 compared with 
7.91% in 1948. 


Salaries and wages contributed largely toward 
higher expenses in 1950 rising from 3.65% of net 
Sales in 1948 to 4.33%. 


are presented by sales-size ranges for owned and 
rented stores. Balance sheet data were compiled 
from returns of 168 stores in the $20,000 and over 
sales-size groups. 


The main points inthe 1950 operations of tobacco 
stores and in their financial position at the end of 
the year are summarized below: 


Stocks on hand at the end of 1950 were greater 
in dollar volume than at the beginning, with the ex- 
ception of one size zroup. The rate of stock turnover 
ranged from 6.12 times a year to 8.82 times. 


The owner-merchant had $3.93 current assets to 
meet every $1 of current liabilities at the end of the 
year. The lessee-merchant had $2.22 current assets 
to $1.00 current liabilities. 


» 
» 
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MISCELLANEOUS RETAIL STORES 


Operating Results of Tobacco Stores 


1948 and 1950 Compared 
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Number of stores reporting 
Average net sales 


ulin ace: Sra e kan crt eCeMaceceeabanecasasnaseabecnevsnesasseeudernvensniecencescecceseaeteecr 


Profit and Loss Data 
(Percentage of net sales) 
Gross Profit 


Operating Expenses: 
Employees’ salaries 
Occupancy 


Net profit before deductions of proprietors’ salaries and income LEX secesateotocs 


Financial Ratios of Tobacco Stores 


as at December 31, 1950 To 


217 310 
32,830 37,317 
16.54 17. 58 
3. 65 4, 33 
4. 08 

- 43 

1.36 


TOBACCO STORES 
GROSS AND NET PROFITS 


OF Jo OF 
NET SALES BY YEARS 1944-50 NET SALES 
ay ihe} 
AON ==) 7-48 
Current assets to current liabili- GROSS PROFIT 
WLOS oe ee arene sates costiel isesse hacen 3. 93 Dy 
15 | ples 
Current assets to fixed assets ...... eas Beal 
A HO —— —— it) 
Net quick assets to net worth........ - 44 - 60 
ae NET ESO Tee 
Sales to fixed assets used in the 
US INES Grasset nee en 3. 82 24. 50 5 5 
re ae Aw) ley ace ee eee ee 6 
1944 ‘45 ‘46 ‘48 ‘50 
TABLE 22. Tobacco Stores — Operating Results by Sales Volume and Occupancy Basis, 1950 { 
Owned Rented 
[Stores with annual netsales of Stores with annual net sales of 
Item 4 7 = T 
10,000 20,000 50,000 $10,000 | $20,000 | $50,000 
, to es ; to crane to to to oe 
$19,999 | $49,999 | $99,999 $19,999 | $49,999 | $99,999 
= t a 1 3 
Mumberof stores reporting sien. tiaseeranne 12 41 14 11 44 124 50 8 
Average net sales per store .. 16,205 | 30,621 | 60,477 7,751 | 16,135 | 31,769 | 64,866 | 134,135 
Average cost of goods sold.... 13,519 | 25,367 | 50,131 5,915 | 13,222 | 26,466 | 53,130 | 105,165 
Average beginning inventory... 1,555 3,442 7,011 925 1, 595 2,844 6, 890 14, 902 
Average inventory, end of yea 1,732 3,630 thee? 1,009 1, 683 3, 160 7,453 14,524. 
Stock turnover (times per year 823 rly 690 612 807 882 741 715 
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TABLE 22. Tobacco Stores — Operating Results by Sales Volume and Occupancy Basis, 1950— Concluded 
Rented 


Stores with annual net sales of 


Stores with annual net sales of 


Item $10, 000 $20,000 | $50, 000° | eater $10,000 $20,000 $50,000 $100,000 
$19. “999 $49, 999 $09. “999 | $10,000 | ¢19 g99 | 49,999 | $99,999 | 22d over 


Profit and Loss Data 
(Per cent of net sales) 


NEMS EAT Eee eer eee Sea a ates Exel Ses ocean Paes Mame he Se pe onb eas as aa asap / 


Operating expenses: 

EMIDIOVEES SHLGMISS BOM WEEES o5ec.tp cscs tuscovsacsanasconceceocsncesensatenonrveasn 
BNA aes eet an erates an tla Gran Schas'fnaa< eee 
ROMINA Gr oe eee Ries Pete ate ister at au sand base esnips capyiaeay ecules? aausasiawaaannaaS exe 
PUR TAG A Specie -ncusaststeovnakenses'® metre 
PICU ARIE CIEL DOW EE. arccssocectnh sen rasiansesens exsdesteiss cass enveexanscxedecearstvonnedse 
Repairs and maintenance... “P 
Depreciation allowances .... a 
PUR EL EPSON SSS foes <cccc cnt carcrases nasate cates caso ak cue cxcuech vost acvoadeaeacCcerveasavvias 
AAVEPUGIOG’ oo o.0csccesacssas. pA 
Bad Aebts — Written Off -<.<-----6ccccesvssvesconcerencsovessersarensaresecnserseeestors 

OSS FAI OUNE TECOVEL OU eevee nce casven ceonsasciewsorecevedewossacesarayvcanuvecuseshis 
Net bad debt loss................ er 
RN Cais RPE RD STESENS Coe Torys nape cy yesceesdl cnecavreusded dk cuvecabvasverece coteenavacaens aes 


SUSE Bl TOPE CLINE NINOS OS a8. aos 2 osc canis enves vdvweasscenntakectvacacdaccisswacesh 


Net trading profit before deduction of proprietors’ salaries and 
MET a5 Bloc ogi soa eats pesca avieud ou tn acts ionabib Unis dnanasssasacsasdaesasnin 


TABLE 23. Tobacco Stores — Financial Structure of Unincorporated Stores by Size and Occupancy December 31, 1950 
Stores with Stores with 
annual net sales of 


annual net sales of 
$20,000 $50,000 
t 


yt La wisi on 
to if) 
$49,999 $99,999 $49. 999 $99. 999 


Item! 
(Average per store) 


Total Total 


$100,000 
and over 


Assets 
Current assets: 
Cash on hand and in Dankk....................00...0 REGS meses 1,819 Dee 
Accounts and notes receivable (net) 68 458 
Merchandise inventory.................0.0.0. 4,327 8,307 


Other current assets: 
Government bonds and SECuUritieS <.........cccsccegssceccccoscceossarcsescecassesacsaeae 1,059 2,416 
PAU AAE ERRORS OSS AES acetate Se sles candin Land docase eevaees coterie 3 53 


ACME CER ODN IMIS ten arco Save sak idickk codicxesaacyev se ccse ea rea aa 7,276 14, 755 


Fixed assets (net): 
Used in the business Ae Rare SVs ar elk cada Ave ras te club tepe soeeed kaon aa tensans sol 8, 897 13, 957 


yeatesalats ECPI Peer ocr een Cen eco aROnEr TP ee 2,132 2,409 
SSPORMAL NBER: PERO RRO ooo ca5asns cag isa durdeiiavelenddancnrcern<sia 11, 029 16,366 


Other assets: 
Investments of a permanent mature oooc..ceccccccccccccesccsscceceaceesesveseseceecee 802 = 
Other, such as goodwill 428 160 


FORMAL OUCK BER OBE 605 ccesi sed cds sca seesnaiti apace 1,230 160 
Sotelaseete ::5, ee ee hn 19,535 31,281 


Liabilities 
Current liabilities-accounts and notes payable ..........ccccccccccccsecsceceecseeees 1,349 5,472 
Fixed liabilities-mortgages on fixed assets: 
MBed) In The DuSiNGss ise. cis ocdscdinsdorseynasescosdalerchievste cana a 3,709 2,647 
Not used in the business ..... : mae 108 1,100 
PUNT ARE NR ee hse Pin ae eee? 346 610 


MRL, MIRE Hoy cee teat Dict ndeneaan SeMane cn Sates aaa 6,112 9, 829 


Net wortn: 
Proprietor’s or partners’ equity in the business 


1, 274 
5, 889 


Pan sas Agnn ce dReRe ase SURO 13, 423 21, 452 
Total liabilities and met Worth 2.000000 cecoscceeseeeseeeesn. 19,535 31,281 


15, 247 
22,204 


10, 005 
15, 894 


Number of stores reporting ....... AMPA SN Oe CLE 7 aet ee 34 10 
31,782 60, 848 


44 40 
38, 387 64, 682 


32, 668 


1. See definitions on page 5 for more detail. 
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